P
AR

\ 08002569

e .

MICROFICHE CONTROL LABEL

REGISTRANT S mu?s S ////%ﬁff?'/f?/f G & '/gmfﬁf‘ ék/?‘éé/
* CURRENT ADDRESS ’ ) e /[, 7 ¢ o STl
ey R

éﬂméﬁm ¥4qﬂ772/2t é%@tf’f

« 4+ FORMER NAME

- _ PROCESSED

e ;7 MAY 2 02008

~ “'IOMSONREUTERS
‘1;‘4'3 uc". 02— Q?c{fl?? . - FISCAL YEAR 6/7‘!/7(

. Camphu for ntlal gubmizsions enly ** Pleate xote name ua’ an'nn chonpes

1G3~25 (INITIAL FILING) ‘ ] ' AR/S (ANNUAL REPORT) \B/
G32BF  (REINSTATEMENT) | | sueer (orER)

Lo L

F 14A (PROXY) l \

OICF/BY: égf
N v 7




i,
¥ s
Er ok

i
A AN
Pl B

-

i

17







RECEIVED

- 0CE OF f7

Chopuhpritalis, .
VaPEOR A 3 r“‘;ﬁ ..\{_. .
AT

WESTRALIAN GAS AND POWER LIMITED
ANNUAL REPORT

FOR THE YEAR ENDED

30 JUNE 2006



STOCKTON LEASE OIL




Stockton Lease.

The Stockton lease has one producing well, which is prasently on pump and produces 9 barrels per day from
the Knox Formation at 1350 feet (420m).

The lease also has two other abandoned wells, which have produced oil and will be the subject of a work-
over wilth an associated acid —frac to stimulate improved oil production, pumps will then be installed to bring
them back into production.

One of these wells was producing 6 barrels per day and the other 8 barrels per day when they were
abandoned as sub sconomic.

Carter Lease.

The Carter lease contains 5 wells, which have been completed and put on production.

Carters, 1, 3, 6, 13 and 15 have all been completed and have wellheads and pumps in place. Carters 3, 6
and 13 can be brought back on stream with the instillation of new flow lines to the tanks and a basic service.
With no down-hole work it is anticipated that these wells will give a combined daily return of approximately 15
barrels per day from around 350 feet (100mj.

Carters 1 is presently undergoing an acid —frac, which is aimed at markedly increasing production, these
results have so far been very encouraging

Carter 15 wilt need a new pump and electrical work to bring them back into production, no estimate of the
amount is available at this time however they have both recorded flowing oil.

Carter #10 and H1 having recorded of oil flows from below 750 fi however they were not completed as
producers and have no well heads or pumps jacks. A re-entry program will be planned in the future for these
wells.

The Company is presently negotiating with landowners to increase its lease holdings in the area.



CHAIRMAN’S REPORT

In the past 12 months Managing Director Stephen Thomas and | have
had the pleasure of overseeing the Company’s expansion of it horizons
in the field of hydrocarbon exploration. The acquisition of the Carter and
Stocklon oil production leases in Kentucky USA and the Offshore Perth
Basin areas has transformed the Company into a multi-faceted energy
explorer and production company.

The Kentucky acquisition is seen by your board as very exciling for the
Shareholders as it gives the Company initially a modest cash flow from its
ail production which aithough small is expected to grow to give a cash
flow of in excess of $1.5 M in 2007. This cash fiow will allow the project o
grow at an increased rate with an associated increase in production.

Old wells on these leases are being brought back inte production
following stimulation programs. Stimulation programs often produce a 2 :
very marked increase in production where wells were producing 1 to 2 barrels of oil per day are now
producing 10 to 15 barrels per day (as seen at Carter #1). These programs are planned for ail the wells
which have recorded production in the past (8 on Carter and 3 on Stockion)

Recent seismic surveys undertaken by the Company have given us a much clearer view of the migration
pathways of the oil within our leases. This new data has greatly improved the prospectivity of the leases and
the best leads will be drilled following the work-over program presently underway on the existing wells.

The Company is also reviewing a number of offers of new leases in the area. All of these leases have a
number of old wells, which have produced oil in significant quantities. It is important that the Company attains
a significant lease holding in the one area lo gain the advantage of efficiency of scale in such a dynamic
project.

In keeping with the Company's focus on supplying energy to the southwest of Western Australia an
application was made for two highly attractive areas in the offshore Perth Basin. The Company was
successful and now holds a 50% working interest in both of the areas.

The Permits have in the past had indications and shows of hydrocarbons. The use of new technology will, we
believe, delineate significant prospects in which to locate economic reserves to supply Perth's energy needs
into the future.

The Company's of explorafion for CSM in the southern Perth Basin has been disappointing to date. The
company has met its commitments and expendilure has been reduced to a minimum with the tenemenits
placed on care and maintenance whilst awailing native title clearance and the company considers its options
to explore a number of attractive prospects. The company is actively seeking joint venture partners for its
coal seam projects to keep direct expenditure to a minimum whilst retaining an interest in the CSM projects.

Whilst the CSM projects have not provided the success that we wanted for shareholders, the Board has
enlered new projects to generaie shareholder wealth. | believe the Company is entering a very exciting
period in its development and over time we will progress the Company to being a significant energy
producer. | would like to thank my fellow directors Stephen Thomas and Alan Bumns for introducing new and
exciting projects into the Company and | befieve sharehoiders will see a stronger Company and share price
in the near future.

Yours faithfully,

Peter Briggs
Chairman



REVIEW OF OPERATIONS

ONSHORE OIL PRODUCTION AND
ONGOING EXPLORATION IN USA

Stephen Thomas
Managing Director

Burkesville Kentucky Sunset Energy LLC 100%

Woestralian Gas and Power Ltd through its wholly owned subsidiary Sunset
Energy LLC has acquired 100% of two producing oil leases in Burkesville
Kentucky, USA.

These two oil projects are currently producing oil with the potential in the
surrounding area to develop large oiligas projects through both deeper wells and
the acquisition of further leases.

The decision to invest in these Kentucky USA oil permils was based on the
following factors:

» The exisling oil wells represent immediate cashflow lo the company.

» The acquisition cost of the Carler and Stocklon leases was a modest
$US20, 000 and US$40,000 respectively plus a royaity of 12.5%.

% The acquisition prices included tanks, wellheads and pumps on all the operating wells and a number
of spare pumps thal can be installed on other wells at litile or no cost.

> The two leases have mains power to the weltheads and no further infrastructure costs are necessary
for existing wells.

At

Oil extracted from the wells is collected on the company’s tanks and collected once a week and
ransported at little cost to a refinery 20 kilometres away.

The operating costs for the existing wells is minimal with only local supervisory staff required at
relatively low cost.

v

¥

The oil wells are low pressure wells and any additional equipment can be accessed quickly from
local suppliers without the need for the high cost long lead times that occur in the oil industry.

¥

The company was able to establish an immediate working relationship with the local owners and was
able to build on these relationships by hiring local contractors in the town.,

The company is excited with the ability to build on these projects through the acquisition of further oil leases
and the drifling of further and deeper wells on the existing oil leases. The company believes the area has the
polential for much larger oil prospects based on historical discoveries in the region. Drilling to dale has been
both shallow (averaging only 150 metres} and the exisling wells were sited years ago without the benefit of
modem seismic and other technologies.

The existing oil wells were drilled up to 40 years ago and the average depth of these wells is only 150
metres. To duplicate these wells to a depth of 150 metres would require a cost of only $7000 and the
company has 8 spare pumps and well heads available to install on new wells. The only significant additional
costs wolld be running electricity from the existing mains supply on site and the additional tankage for
increased il production. The wells have been operating at low pressures and this means the company will
be able lo drill new and deeper wells al a relatively low cost compared to the high-pressure extremely deep
wells of other projects. It is projected that the company would only require wells up to a total depth of 500
metres to access the entire section down to the Knox formation which has historically proven oil bearing and
is the producing horizon at the Stockton lease.



A seismic survey is presently being recorded on the two leases and is expected o be completed by October
2006. This seismic survey is the firsl modem exploration technigue applied to this area and the company is
expecting a wealth of information to analyse existing wells and to prove up targets for new wells.

In addition to the seismic program the company is also conducting work-overs of exisling wells to expand on
existing production and these workovers have included high-pressure acid fraccing to create migration
pathways and to remove the sludge preventing oil production. This equipment has been sourced lecally at
low cost and the company is pleased with the success to date. The company is also monitoring very carefully
the time and duration of the pumps and is calculaling the optimum gperating profile of each well in order to
maximise production. Historically the wells have simply been operated for a few hours per day.

The Carter and Stockton leases are near Burkesville, Cumberland County Kentucky — the location of the first
recorded “gusher” in the US ¢il industry.

The Burkesville area has produced oil for 150 years and no modem exploration or seismic work had been
undertaken on any of the properties. Studies by the Kentucky Geological Survey indicated that two-thirds of
the recoverable cil may have been left in the ground because of inefficient production and completion
techniques.

The old “American Oil Well” which is eight kilometres from the Stocklon property was the first recorded oil
well in North America. [n 1829, it produced a 15 metre tall gusher which flowed for three weeks and
produced an estimated 50,000 barrels of oil. As there was no use for the oil at the time it simply flowed away
into the local creek.

Tha Company (Sunset Energy LLC } has a 100 per cent working interest and a 87.5% revenue interest in
these properties so they represent an economical oppertunily to bring early cash flow. Sunset is using the
shallow seismic exploration metheds developed by the companies contractars in the south west of Western
Australia to establish further ai} reserves and expand production in the lease areas.

The wells are producing oil, which is similar to commercial dieseline and has a ready market from the nearby
refineries.

Ly !
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OFFSHORE OIL AND GAS EXPLORATION IN WESTERN AUSTRALIA
WA 381P and WA 382-P (Westralian Petroleum Limited 50%})

As part of Westralian Gas and Powers on going raview of its exploration for natural gas in the southern
portion of the Perth Basin has recently been granted a 50% interest in two offshore permits west of Perth in
the Vlaming Sub-basin (Figure 1).

Figure i, Loeation map of Anesg WaS-21 ud WDS-22, Penh Basin,

The Company has underlaken a geclogical appraisal of the existing data for the area and found the offshore
areas to have considerable merit when compared to similar prospects in other parts of the world.

Newly reprocessed seismic has shown the existence of previously unmapped structures, which has lead to a
reassessment of the prospeclivity of these offshore areas.

The presence of an oil accumulation in the Gage Roads prospect, and oil shows at Araucaria 1, indicate that
a petroleum system is present in the Vlaming Sub-basin.

Seismic data provide further evidence of a potential active petroleum system, with an apparent gas chimney
imaged near Warnbro 1 {Figure2).

Predicling valid reservoir/seal geometries and mapping valid structural and/or stratigraphic traps with closure
is crilical for the discovery of petroleum accumulations in this area. Previously, the complex structural
geology of exploration targets combined with limited seismic resolution resulted in failure o find commercial
pelroleum accumulations.

Previous technical assessments, based sometimes on poor quality seismic data, were unable to accurately
predict the distribution, thickness and quality of reservoirs and seais {Spring & Newell, 1993). The
development of a modern sequence straligraphic framework for the petroleum system elements in the
Vlaming Sub-basin, and the use of modern, good quality seismic data married to developments in other
exploration methods such as CSEM is seen as the key to successful exploration in the Viaming Sub-basin.

Controlled Source Electro-magnetic Measurements {CSEM), normally seen as a complement to seismic
offers the promise of fewer dry wells in costly operational locations, improved ranking of development




prospects, and more accurate or reduced appraisal drilling. It is even being suggested that companies may
sometimes be able to go straight from 2D seismic to CSEM without the need for a costly 3D seismic survey.

This technology has been successfully used in locating large hydrocarbon reserves in the offshore area of
Woest Africa and it is anticipated that its use in the Company’s areas will result in the delineation of targets,
which may contain significant hydrocarbon reserves.

This possibility is highly significant when its location is taken into account.
Should economic amounts of oil or gas be discovered the Perth market is directly east of the permit

boundaries and would go a long way in meeting the ongoing needs for power in the southwest well into this
century.

WoB-22 Wos.21
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COAL SEAM METHANE PROJECTS IN WESTERN AUSTRALIA

South West Onshore CSM Project

The Company has three areas of interest, all contained within the south west corner of Western Australia,
being Lesuwin-Naturaliste, , Collie-Wilga and Eneabba-Greenough comprising of SPA's, Exploration Permits
and a Drilling Reservation. The Company's strategy has been is to explore for gas contained in coal seams,
which occur at depths of around 250-600 metres.

WESTRALIAN GAS AND POWER LIMITED
SOUTHWEST W.A. PROJECT LOCATIONS

CSM PROJECT £
Westriian saening 100% |,

%

w0 N

i

Wostrallan Gus & Power Limited
Southwest WA Praject Locations

Key aspects of the Leeuwin-Naturaliste Project

This project is divided into five key title areas, namely the Yelverton Drilling Reservation, the Treeton SPA,
the Vasse SPA and the Margaret River and Augusta Exploration Permits



Adina Pilot Drilling Campaign

The Company commenced its drilling program in the
Yelverton Drilling Reservation during May 2005. The
location is known as the Adina Prospect and is
located south of the small settlement of Adina on the
Bussell Highway. A short close spaced seismic
survey was undertaken o determine the location of
the 3 wells to be driled to approximately 400 metres
each. Three wells were compleied and have been in
dewatering mode for over 8§ months.

The dewatering has continued without significant gas
production and as such the board has decided to
plug and abandon the wells as non producers

Westralian Gas & Power Limited
Adina Drilling Locations

ADINA 1-3 DRILLING LOCATIONS

Treeton SPA

The Company has requested the area be converted 1o a Drilling Reservation to enable the Company to test
drill the coals located by the seismic survey. The area is still in native title negotiations and as such we are
unable to underiake any further exploration at this time

Vasse SPA
The Company has will be applied to have the area converted to a drilling reservation in the near future and is
presently in on going native litle negotiations and no exploration activity is planned al this time.

Margaret River and Augusta Exploration Permits:

These two areas have now been granted. A seismic survey is presently underway in the Margaret River
permit as part of its first year commilment. On completion the crew will move to the Augusta permil. The data
studies of both areas have indicated significant coals cccur in the permits. Discussions with water well
drillers in the area have revealed that many water wells have shown gas during drilling and as such supports
our enthusiasm for the area.

Collie / Wilga Basin {Westralian earning 50% plus an option to acquire the balance)

The resulis of the exploration program were supportive of our original model and as such the option to
convert to drilling reservations was exercised. The Company is presenily in native title negotiations with the
traditional owners and believe that the areas will be granted early in 2007.



Eneabba/Greenough, North Perth Basin (Westralian 100%)

i) Eneabba - SPA

The Company has been granted a SPA over
approximatsly 210 km’® of prospective ground aver the
town of Eneabba in the North Perth Basin. The area is
located east of the Woodada Gas Field and is believed
to lie over significant shaflow coals of the Cattamarra
Coal Measures, documented by previous petroleum
exploration in the area.

The results of the seismic in 2005 have been
encouraging anough for the Company to apply for 6
further blocks to the south of the SPA. These areas are
now in native title negotiations and it is hoped they will
be granted in the coming months.

ii} Greenough - SPA

The Company has applied for the SPA to be converted
fo an Exgloralion Permit. The permit is approximately
2,350 km” in size situated east of Geraldton in the North
Perth Basin. The area has been drilled by previous oil
and gas explorers who have recorded Permian coals at
shallow depths within the area of interest.

The Company’s seismic survey {in the vicinity of the
settlement of Bradu} in October - November 2005, was
only a fair success however sufficient goed record was
obtained to build on our original model. Further work in
the southern portion of the permit is anticipated to
commence in autumn of 2007

- -10-
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WESTRALIAN GAS AND POWER LIMITED

Petroleum interests

eqisSterediHolder «...| -+ Are
erﬁs L A L B L A R N N T N Lt o fecke = Gré’n z 5
DR7 Red Mountain Energy Pty Ltd 142.7 km? 8/12/2005 12 months
Yelverton Drilling | (Westralian Gas and Power
Reservation earning 100%)
containing the
Adina Prospect
SPA 1/03-4 Red Mountain Energy Pty Ltd 2 Graticular | 25/5/2004 Drilling
Treeton (Westralian Gas and Power Blocks Reservation
earning 100%) applied for.
SPA 2/03-4 Red Mountain Energy Pty Lid 2 Graticular Drilling
estralian Gas and Power Blocks .
Vasse (eV:ming 100%) Resgrvauon
applied for
SPA 3/03-4 Red Mountain Energy Pty Lid 6 Graticular Drilling
Flamestar Carporation Pty Ltd applied for
(Westralian Gas and Power
earning 100% in the interest
held by Red Mounlain Energy
Pty Ltd and has an option to
acquire the Flamestar
Corporation Pty Ltd interest)
SPA 4/03-4 Red Mountain Energy Pty Ltd 4 Graticular Drilling
Wilga and Blocks Reservation
Flamestar Corporation Pty Lid applied for
(Westralian Gas and Power
earning 100% in the interest
held by Red Mountain Energy
Pty Ltd and has an oplion to
acquire the Flamestar
Corporation Piy Ltd interest)
SPA2/04-5 Westralian Gas and Power Pty | 3 Graticular Drilling
Eneabba Limited Blocks Reservation
applied for.
Eneabba South 6 hiocks Awailing
EP Grant
SPA 2/05-6 Westralian Gas and Power Ply 33 Exploration
Greenough Limited Graticular Permit
Blocks applied for

-11-



*Petroleu
“Interes R
EP 445 Red Mountain Energy Pty Lid 355.9 km* Granted 6 years
Margaret River | {(Westralian Gas and Power 16" March
earning 100%) 2006
EP 446 Red Mountain Energy Pty Lid 462.5 km” Granted 6 years
Augusta {Westralian Gas and Power 16" March
eaming 100%} 2006
WA -381-P Westralian Petroleum Limited 33 blocks Granted 6 years
Fremanile 50% Oth August
2006
WA-382-P Weslratian Petroleum Limited 37 Blocks Granted 6 years
Mandurah 50% 8th August
2006
KENTUCKY LEASES

Cérter Lease

March 2006

Sunset Energy LLC 500 acres Yearly While

+- in production

Stockton lease Sunset Energy LLC 120 acres March 2006 Yearly While
+/-

in production

-12.



DIRECTORS’ REPORT

Your direclors present their report on the group for the financial year ended 30 June 2006.

Directors
The names of directors in office al any time during or since the end of the year are:

¢ Peter Briggs
+ Stephen Leslie Thomas

* Alan Robert Burns

Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.

Company Secretary

Paul Fromson (Bachelor of Comimerce} was appointed Company Secretary on 24 May 2004 when the
Company was incorporated. Mr Fromson has acted in company secretary roles for public companies for over
ten years.

Principal Activities

The principal activity of the Company during the financial year was exploration for coal seam methane gas in
the south west of Western Australia. The company also commenced exploration for oil and gas in Kentucky
USA and was granted a half share in two offshore oil and gas permits off the south west coast of Western
Australia.

Operating Results
The loss of the Group afler providing for income tax of Nil (2005 — Nil) was 1,801,108 (in the prior year loss
of $1,233,989).

Dividends Paid or Recommended
No dividends were paid or declared for payment.

Review of Operations
Refer to the review of operations on pages 3 to 12.

Significant Changes in State of Affairs
The following significant changes in the state of affairs of the Company occurred during the financial year:

« The company incorporated a subsidiary Westralian Petroleum Ltd on 2 February 2006.

« On 13 March 2006 the company incaorporated an offshore subsidiary Sunsel Energy LLC based in
Delaware USA to conduct its Kentucky USA based oil production and exploration activities.

Adoptlon of Australian Equivalents to IFRS

As a result of the introduction of Australian equivalents to Intemational Financial Reporting Standards
{IFRS), the company’s financial report has been prepared in accordance with those Standards. A
reconciliation of adjustments arising on the transition to IFRS is included in Nole 2 {o this report.

Financial Position

The net assels of the group have decreased by $1,565,411 from $2,697,678 at 30 June 2005 to $1,132,267
at 30 June 2006 as a result of the operating loss of the group less an increase in an option issue reserve of
$235,697. There were no issues of securilies during the year other than an issue of 4,000,000 unlisted
oplions to entities associated with a director and the company secretary.

- -13-



After Balance Date Events

No matters or circumstances have arisen since the end of the financial year which significantly affected or
may affect the Company in future financial years other than the grant of the a 50% interest in two offshore oil
permits WA 381-P and WA 382-P.

Future Developments, Prospects and Business Strategies

The Company will continue to explore and drill for coal seam methane gas on ils prospects in Western
Australia with the aim of developing sufficient gas flows and reserves o enable it to become a niche provider
of gas and or energy. The company will also continue exploration on its oil permits in Keniucky USA and will
also seek to boost production from its existing wells. The company is also actively seeking joint venture
partners to farm in to its Western Australian offshore cil and gas permits.

Environmental Issues
The Company maintains an active policing of environmental issues at all of its exploration locations.

CALM and EPA have assessed the Company's seismic operalions methods and both govermment bodies
have accepted the field management and environmental management plans. Further the field crew is
required to strictly adbere to the operations manual of which the environmental guidelines make up a section.

The drilling being undertaken by the Company at its Adina Prospect has recently been audited by the
Department of Industry and Resources and the Company has met the conditions of the inspection. The
Company maintains a proactive stance in its approach to maintaining afl of its drill sites in both safety and

environmental issues.

information on Directors
Peter Briggs

Qualifications

Experience

Interest in  Shares and
Options

Special Responsibilities

Directorships held in other
listed entities

Stephen Leslie Thomas
Qualifications

Experience

Interest in Shares and
Options

Special Responsibilities

Directorships held in cther
listed entities

Executive Chairman

Mr Briggs qualified as a registered builder afier completing his building
diploma in 1967,

Mr Briggs commenced his involvement with public companies in 1973 and
since then has been involved in 30 listed companies with interests including
oil and gas production in the USA, and exploration and oil and gas drilling in
the Middle East and Australia.

Appointed Executive Chairman upon incorporation of the company on
24 May 2004,

8,525,000 Ordinary Shares, 6,850,000 Converting Incentive Preference
Shares and 4,000,000 unlisted options in Westralian Gas and Power Lid.

Chairman
Nil

Managing Director

Bachelor of Science (Hons) in Geology and Geophysics from the University
of Cardiff in 1978.

Mr Thomas has held a number of managerial positions both technical and
corporate within the field of oil and gas exploration since 1978. Mr Thomas
moved into the coat seam methane industry in 1987 when became
managing director of Growth Resources NL.

Appointed Managing Director at incorporation on 24 May 2004.

8,060,000 Ordinary Shares and 6,850,000 Converting Incentive Preference
Shares.

Managing Director
None
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Alan Robert Burns

Quialifications and
Experience

Interest in Shares and
Options

Special Responsibilities

Directorships held in other
listed entities

Remuneration Report

This report details the nature and amount of remuneration for each director of the Company and for the

Non Executive Director

Mr Bums is the former Chairman and was the Founder of two companies
listed on the Auwstralian Stock Exchange, Hardman Resources Ltd and
Carnegie Corporation Ltd. Hardman Resources is also listed on AlM in the
UK and currently has a market capitalisation of approximately A$1.5billion.

Board member since 18 Saptember 2004,

746,000 Ordinary Shares and 3,000,000 unlisted options in Westralian Gas

and Power Limited.
Independent director
Non executive director of Carnegie Corporation Ltd.

executives receiving the highest remuneration.

The remuneration for each director and each of the executive officers of the Company receiving the highest

remuneration during the year was as follows:

Short Term Post Share Based
Employment Payment
Salary, Fees & Non-gash Cash Bonus  Superannuation Options Total
Commissions Benefits Contribution
$ $ 3 $ § $
Directors
Peter Briggs 104,000 - - - - 104,000
Stephen Thomas 180,000 - - - - 180,000
Alan Bums 30,000 - . 2700 176,773 209473
314,000 - - 2,700 176,773 493,473
Other Key Managemaent Personnel
Paut Fromson 48,000 - - - 58.924 106,924
48,000 - - - 58,624 106,924

Option Issue Reserve

At the Company's AGM held on 30 November 2005, shareholders approved the issue of 4,000,000 unlisted
options, to nominees of a director and the company secretary, with an exercise price of 30 cents and an
expiry date of 30 November 2008. Under the new accounting standard AASB Share based Paymentls, the
Company has recognised the fair value of the 4,000,000 Incentive Options. An expense of $235,697 has
been recognised in the income statement with a corresponding adjustment to equity being an Option Issue

Reserve.

The options have been valued using the Black & Scholes and Binomial methodologies with the following

assumptions:

i. The risk free rate (5.34%) is the Commonwealth Government securities rate with a malurity date
approximating that of the expiration period of the incentive options as at 20 October 2005,
ii. The underlying security spot price ($0.15) used for the purposes of this valuation is based on the

price of the Shares as at 20 October 2005;

-15-



ii. For the purposes of the valuaticn, no fulure dividend payments have been forecast; and

iv. For the purposes of the valuation it is assumed that the Incentive Qptions will not be exercised any
earfier than the expiry date of 30 November 2008.

v. Forthe purposes of the valuation a volalility factor of BO% was assumed.

The valuation was conduction by an independent accounting firm.
Remuneration Policy

The remuneration policy of Westratian Gas and Power Ltd has been designed to align director and executive
objectives with shareholder and business objeclives by providing a fixed remuneration component and
offering specific long-term incentives based on shareholder wealth. The board of Westralian Gas and Power
Ltd believes the remuneration policy to be appropriats and effeclive in its ability to atiract and retain the best
directors and executives to run the economic entity.

The executive chairman (Peter Briggs) and the managing director (Stephen Thomas) are employed via
consultancy agreements. The contracis both commenced on 1 January 2005 and are for a term of 2 years
which ends on 1 January 2007. The non executive director (Alan Burns) does not have an employment
agreement and is paid direclors fees only (and superannuation thereon). The company secretary is paid a
retainer of $4,000 per month.

The consultancy agreement for the executive chairman and managing director may be terminated by the
company or the consultant by 3 months written notice. Termination payments are generally not payable on
resignation or dismissal for serious misconduct. In the instance of serious misconduct the company can
terminate employment at any lime. Any renewal options not exercised before or on the date of termination
will lapse.

Performance Based Remuneration

Remuneration of the directors is linked to the performance of the Company by virlue of the optioens and
Converting Incentive Preference Shares held by the directors. Two of the directors hold converting incentive
preference shares which may be converted to ordinary shares based upon specified achievements, however
these ware not grantad as part of their remuneration package. Full details of these shares are disclosed in
the notes to the accounts, The non-executive director Alan Burns was issued 3,000,000 unlisted options at
an exercise price of 30 cents. The exercise price is wel above the market price of shares and the options are
considered performance based remuneration as they have value if the board is successful in improving the
share price of the company threugh its performance.

Meetings of Directors
During the financial year, three formal meetings of directors were held. Attendances by each director during
the year were as follows:

DIRECTORS’
MEETINGS
Number gligible fo attend Number Attendad
Peter Briggs 2 2
Stephen Thomas 2 2
Alan Bumns 2 2

The directors also held regular management meetings. The board has not appointed any formal audit,
remuneration or other commitiees because of the size and nature of the board.

Indemnifying Officers
The company does not have Directors and Officers insurance or any agreements in place to indemnify or
pay insurance premiums.



Proceedings on Behalf of Company

No person has applied for leave of Courl to bring proceedings on behalf of the company or inlervenes in any
proceedings to which the company is a parly for the purpose of taking responsibility on behalf of the
company for afl or any part of those proceedings.

The company was not a party to any such proceedings during the year.
Options
At the date of this report, the unissued ordinary shares of Westralian Gas and Power Ltd under option are as

follows:

Directors Options

Grant Date Date of Expiry Exercise Price Number under Option
17/09/2004 17/09/2009 $0.30 each 4,000,000
30/11/2005 30/11/2008 $0.30 sach 3,000,000

Steff Oplions
Grant Date Date of Expiry Exercise Price Number under Oplion
30/11/2005 30/11/2008 $0.30 each 1,000,000

Options Listed on Australian Stock Exchange
Grant Date Date of Expiry Exercisa Price Number under Option

First quoted 21/03/05 17/09/2009 $0.25 each 16,000,000

Non-audit Services

The Company’s auditors also acl as tax ageni for the group. The board of direclors is satisfied that the
provision of non-audit services by Horwath (WA) Ply Ltd is compalible with the general standard of
independence for auditors imposed by the Comporations Act 2001. Taxation services have been provided
during the year at nommal commercial rates. The full board of Westralian Gas and Power Lid is satisfied that
the provision of non-audit services did not compromise the audilor independence requirements of the
Corporations Act 2001 because none of the services provided undermine the general principles of auditor
independence. No payments were made for non-audil services during the year and no amounts were owing
for no-audit services at year end.

Auditor's Independence Declaration
The auditor's independence declaration for the year ended 30 June 2006 has been received and can be
found on page 18.

Signed in accordance with a resclution of the Board of Directors.

Peter Briggs

Dated this 29th day of Seplember 2006.
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A Horwath

Horwath Audit (WA} Pty Ltd
ABN 79 112 284 787
Charfered Accounfants

A member of Horwath Infemational
128 Hay Street Sublaco WA 6008
PO Box 700 West Perth WA 8872

2gth Septernber 2006 Email horwath@perth.horwath.com.au
Tatephona (08) 9380 8400
Facsimite {08) 9380 8499

Private and Confidential

The Board of Directors
Wastralian Gas and Power Ltd
Suite 1, 46 Ord Street

WEST PERTH WA 6005

AUDITOR’S INDEPENDENCE DECLARATION

This declaration is made in connection with my audit of the financial report of Westralian Gas
and Power Ltd for the year ended 30 June 2006 and in accordance with the provisions of the
Corporations Act 2001.

As lead auditor | declare that, to the best of my knowledge and belief, there have been:

« No contraventions of the auditor independence requirements of the Corporations
Act 2001 in relation to this audit;

« No contraventions of the Code of Professional Conduct of the Institute of
Chartered Accountants in Australia in relation to this audit.

Yaours sincerely
HORWATH AUDIT (WA) PTY LIMITED

Hew oo .
(oo (PR

GLYN O'BRIEN
Director
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CORPORATE GOVERNANCE STATEMENT

Recent exiernal events have changed the way in which corporate governance responsibilities are viewed
and in March 2003 the ASX Corporate Govermnance Council released its ‘Principles of Good Corporate
Governance and Best Practice Recommendations’. The principles of corporate governance have been
developed, supported by best practice and implementation recommendations. The Council has recognised
that these principles and recommendations do not contain a “one size fits all” solution and that it will be
necessary for companies to adopt a “fit for purpose” solution in the adoption of these practices.

The ASX Listing Rules require listed entities to disclose the extent to which they have followed the besl
practice recommendations set by the ASX Corporate Governance Council during the reporting period. This
corporate governance statement summarises the corporate governance practices lhat have been formally
reviewed and adopted by the Board with a view to ensuring continued investor cenfidence in the operations
of the Company. A table has been included at the end of this slatement detailing the Company's compliance
with the best practice recommendations.

BOARD OF DIRECTORS
Role of the Board (1.1}

in general, the Board is responsible for, and has the authority to determine all matters relating to the policies,
practices, management and operations of the Company. It is required to do all things that may be necessary
to be done in order to carry out the objectives of the Company.

Withoutt intending to limit this general role of the Board, the principal functions and responsibilities of the
Board include the following:

To sat the strategic direction for the Company and monitor progress of those strategies;

Establish policies appropriate for the Company;

Monitor the performance of the Company, the Board and management;

Approve the business plan and work programmes and budgets;

Authorise and monilor investment and strategic commitments;

Review and ralify systems for health, safety and environmental management; risk and internal
contral; codes of conduct and regulatory compliance;

. Repori to shareholders, including but not {imited to, the Financial Statements of the Company and
) Take responsibility for corporate governance.

Compaosition of the Board

To add value 1o the Company the Board has been formed so that it has effective composition, size and
commitment to adequately discharge it's responsibilities and duties given the Company’s current size and
scale of operations.

The names of Directors of the Company in office at the date of this statement are set out in the Directors’
Report. Information regarding Directors’ experience and responsibilities will be included in the Directors’
Report section of the Annual Report. {2.5)

The number of Directors is specified in the Constitution of the Company as a minimum of three up to a
maximum of nine.

The preferred skills and experience for a Direclor of the Company include:

Exploration and Development;
Production operations;
Business Development; and
Public Company adminisiration.

. * & &
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Chairman of the Board

The Chairman of the Board is an Executive Direclor and the Chairman was elected by the Direclors. The
Board considers that the Chairman, Mr Peter Briggs is not independent (2.2/2.3)

independent Directors {2.1)
The Board considers that a Director is independent if that Director complies with the following criteria:

e Apart from Director's fees and shareholding, independent Directors should not have any business dealing

which could materially affect their independent judgement;

Must not have been in an Executive capacity in the Company in the last 3 years;

Must not have been in an advisory capacity to the Company in the last 3 years;

Must not be a significant customer or supplier for the Company;

Musl not owe allegiance to a particular group of shareholders which gives rise to a potential conflict of

interest;

Must not hold conflicting cross Directorships; and

« Musl not be a substantial shareholder of a nominee of a substantial sharehclder (as defined under
section 9 of the Corporations Act}

. & & &

Using the ASX Besl Practice Recommendations on the assessment of the independence of Directors, the
Board considers that of a total of three Directors, only one is considered (o be independent {Mr Alan Burns).
Mr Briggs and Mr Thomas are both executive directors and hold significant shareholdings in the Company.
Retirement and Rotation of Directors

Retirement and rotation of Direclors are governed by the Corporations Act 2004 and the Constitution of the
Company. Each year one third of Directors (excluding the Managing Direclor) must retire and offer
themselves for re-election. Any casual vacancy filled will be subject to shareholder vote at the next Annual
General Mesting of the Company.

Independent Professional Advice (2.5)

Each Director has the right to seek independent professional advice at the Company's expense after
consultation with the Chairman. Once received the advice is to be made immediately available to all Board
members.

Access to Employees

Directors have the right of access to any employee. Any employee shall report any breach of corporate
governance principles or Company pelicies to the Execulive Director and/or Company Secretary/Financial
Controller who shall remedy the breach. If the breach is not rectified to the satisfaction of the employee, they
shzll have the right to report any breach fo an independent director without further reference to senior
managers of the Company.

Directors and Officers Liability Insurance

Directors and officers insurance for Direclors will be arranged by the Company at the Company's expense
with a 1% contribution from each Director.

Share Ownership
Directors are encouraged to own Company shares.
Board Meetings

The following points identify the frequency of Board Meetings and the extent of reporting from management
at ihe meetings:

+ Thera is no minimum of number of meetings to be held per year;



¢ Other meetings will be held as required, meetings can be held by telephone link; and

+ Information provided to the Board includes all matenal information on; operations, budgets, cash flows,
funding requirements, shareholder movements, broker aclivity in the Company’s securities, assets and
liabilities, disposals, financial accounts, external audits, internal controls, risk assessments, new venture
proposals, and health, safety and environmental reports.

The number of Directors” meetings and the number of meetings attended by each of the Directors of the
Company during the financial year are set out in the Directors’ Report.

Board Performance Review (8.1)

It is not the policy of the Board to conduct an evaluation of its performance. The Board consists of two
executive directors and one independent non executive director. The two executive directors are employed
via consultancy agreements which are subject to normat commercial conditions for review and termination.

QOther Areas for Beard Review

« Reporting lo shareholders and the market to ensure trade in the Company's securities takes place in an
efficient, competitive and informed market; and
« Insurance, both corporate and joint venture related insurances.

Board Committees
Audit Committee (4.2)

The Company does not have an audil commitiee. The Board is of the opinion that due to the nature and size
of the Company, the functions performed by an audit committee can be adequately handled by the full
Board.

A Director and the Company Secretary/Financial Controller declare to the Board that the Company’s financial
statements for the year ended 30" June 2008 present a true and fair view, in all material respects, of the
Company’s financial condition and operational results and are in accordance with relevant accounting
slandards. The representation is made by a Director and Company Secretary/Financial Controller prior to the
Director's approval of the release of the annual and six monthly accounts.(4.1)

Nomination Committee (2.4)

The Board of Diractors of the Company does not have a nomination committee. The Board is of the opinion
that due to the nature and size of the Company, the functions performed by a nomination commities can be
adequately handled by the full Board.

Remuneration Committee (8.1)(9.2)(9.5)

The Company does not have a remuneration committee. The Board is of the opinion that due to the nature
and size of the Company, the funclions performed by a remuneration commiltee can be adequately handled
by the full Board.

The Company's policy for determining the nature and amount of emoluments of Board members is as
follows:

+ Remuneration of Executive and Non-Executive Directors is reviewed annually by the Board.
* Remuneration packages are set at levels intended to attract and retain Directors and Executives capable
of managing the Company's operations and adding value to the Company.

For details of remuneration paid to Direclors and officers for the financial year please refer to the Directors
Report and Note 7 to the Financial Statements.
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Risk Management (7.1)

The risks involved in a gas exploration, development and production company and the specific uncertainties
for the Company continue to be regularly menitored. All proposals reviewed by the Board include a
consideration of the issues and the risks of the proposal.

The potenlial exposures associated with running the Company have been managed by the Board and the
Company Secretary/Financial Controller who have significant broad-ranging industry experience, work
together as a team and regularly share information on current activities,

Additionally, it is the responsibility of the Board to assess the adequacy of the Company's infemal control
systems and that its financial affairs comply with applicable laws and regulations and professional practices.
A Director and the Company Secretary/Financial Controller declaration to the Board that the financial
reporting, risk management and associated compliance controls have been assessed and found to be
operating efficiently and effectively. The representafion is made by a Director and Company
Secretary/Financial Controller prior to the Director's approval of the release of the annual and six monthly
accounts. This representation is made after enquiry of, and representation by, appropriate levels of
management (4.1) (7.2).

PRCMOTION OF ETHICAL AND RESPONSIBLE DECISION-MAKING

Code of Conduct (10.1)

The goal of establishing the Company as a niche provider of gas and/or electricily is underpinned by its core
values of honesty, integrity, common sense and respect for people. The Company desires to remain a good
corporate cilizen and appropriately balance, protect and preserve all stakeholders interests.

The Board has not adopted a formal Code of Conduct for Directors and employees of the Company. The
Company has two executive directors, one non executive director and one employee.(3.1).

Trading in Company Securilies by Directors, officers and employees

Trading of shares is covered by, amongst other things the Corporations Act and the ASX Listing Rules. The
Board is satisfied that all its directors, officers and employees are aware of the rules which prohibit trading in
the Company's securilies whilst the Directors, officer or employee is in the possession of price sensitive

information,

For details of shares held by Directors and officers please refer to the Directors’ Report and Note 7 to the
Financial Statements (3.2).

SHAREHOLDER COMMUNICATION

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are informed of all
information necessary to assess the performance of the Directors and the Company. Information is
communicated to shareholders and the market through:

s the Annual Report which is distributed to all shareholders;

» other periodic reports which are lodged with ASX and available for shareholder scrutiny;

» olher announcements made in accordance with ASX Listing Rules;

* special purpose information memoranda issued to sharehalders as appropriate; and

» the Annual General Mesting and other meetings called to obtain approval for beard action as appropriate.



ASX BEST PRACTICE RECOMMENDATIONS

The table below identifies the ASX Best Practice Recommendations and whether or not the Company has
complied with the recommendations during the reporting period:

Complied { Note
1.1 | Formalise and disclose the functions reserved 1o the Board and those delegated X
to management.
2.1 | A majority of the Board should be independent Directors. X
2.2 | The Chairperson should be an independent Director. X
2.3 | The roles of the Chairperson and Chief Executive Officer should not be exercised X 1
by the same individual.
2.4 | The Board should establish a Nomination Committee. X 2
2.5 | Provide the information indicated in Guide to Reporting on Principle 2. X
3.1 | Establish a code of conduct to guide the Directors, the Chief Executive Offer { or X
equivalent), the Chief Financial Officer {or equivalent) and any other key
Executives as to:
3.1.1 the practices necessary to maintain confidence in the Company's integrity.
3.2.1 the responsibility of an accountability of individuals for reporting and
investigating of unethicat practices.
3.2 | Disclose the policy concerning trading in Company securities by Directors, officers X
and employees
3.3 | Provide information indicaled in the Guide to reporting on Principle 3. X
4.1 | Require the Chief Executive Officer (or equivalent} and the Chief Financial Officer X
{or equivalent) to state in writing to the Board that Company's financial repors
present a true and affair view, in all material respects, of the Company's financial
condition and operational results and are in accordance with relevant accounting
standards.
4.2 | The Board should establish an Audit Commitiee. X 3
4.3 | Structwre the Audit Committee so that it consists of: X K}
— OCnly Non-Executive Direclors,
— A majority of independent Directors;
— An independent Chairperson, who is not Chairperson of the Board;
and :
— At least three other members.
4.4 | The Audit Committee should have a formal charter. X 3
4.5 | Provide the information indicaied in Guide to reporting on Principle 4. X
5.1 | Establish written policies and procedures designed to ensure compliance with ASX X

Listing Rule disclosure requirements and o ensure accountability at a senior
management level for the compliance.
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5.2 | Provide the information indicated in Guide to reporting Principle 5. X
6.1 | Design and disclose a communication strategy to promote effective X
communication with shareholders and encourage effective parlicipation at general

meetings.

6.2 | Request the external auditor to attend the Annual General Meeting and be Yes
available to answer shareholder questions about the conduct of the audit and the
preparalion and content of the Auditors Report.

7.1 | The Board or appropriale Board Committee should establish policies on risk X
oversight and management.

7.2 | The Chief Executive Officer (or equivalent) and the Chief Financial Officer {or X
equivalent) should state to the Board in writing that:

7.2.1 the statement given in accordance with the best practice recommendation
4.1 (the integrity of financiai statements} is founded on a system of risk
management and internal compliance and conlrol which implements the policies
adopted by the Board.

7.2.2 the Company’s risk management and internal compliance and control system
is operating efficiently in all maierial respects.

7.3 | Provide the information indicated in Guide to reporting on Principle 7. X

8.1 Disclose the process for performance evaluation of the Board, its commiltees and X
individual Directors, and key Executives and corporate performance.

9.1 | Provide disclosure in relation to the Company's remuneration policies to enable X
investors to understand

. The costs and benefits of these palicies; and
il. The link between remuneration paid to Directors and key Executives and
corporate performance.

9.2 | The Board should establish a Remuneration Committee. X

9.3 | Clearly distinguish the structure of Non-Executive Directors’ remuneration from Yes
that of Executives.

94 | Ensure that payment of equity-based Executive remuneration is made in Yes
accordance with thresholds set in plans approved by shareholders.

9.5 | Provide the information indicated in Guide 1o reporting on Principle 9. X

10.1 | Establish and disclose a code of conduct to guide compliance with legal and other X

obligations to legitimate stakeholders.
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Note 1: The Company has a Managing Director who is also the Chief Executive Officer. Therefore both roles
are exercised by the same person. The Company does not have an Independent Chairman of the Board.
The Chairman is an executive director.

Note 2: The Board of Diractors of the Company does not have a nomination Committee. The Board is of the
opinion that due 1o the nalure and size of the Company, the functions performed by a Nomination Commitiee
can be adequately handled by the full Board.

Note 3: The Company does not have an Audit Committee. The Board is of the opinion thal due lo the nature
and size of the Company, the functions performed by an Audit Committee can be adequately handled by the
full Board.

Note 4: The Board is comprised of two executive directors and one Non Executive independent director. The
two execulive directors are employed via consultancy agreements which contain review and termination
clauses.

Note 5: The Company does not have a Remuneration Committee. The Board is of the opinion that due to the

nalure and size of the Company, the functions performed by a Remuneration Committee can be adequately
handled by the full Board.
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WESTRALIAN GAS AND POWER LIMITED

Revenues from  continuing
operations
Employee benefits and -

consullants expense

Depreciation and amorlisation
expense

Exploration expenditure written
off .
Option issue cost

Other expenses

Loss before income tax

expense

Income tax expense

toss afler related income tax
expense

Basic earnings per share
(cents per share)
Biluled earnings per share

(cents per share)

INCOME STATEMENTS
YEAR ENDED 30 JUNE 2005
Economic Entity Parent Entity
$ $ $ $
Note 2006 2005 2006 2005
3 97,161 58,800 97,161 58,800
{637,030) (300,649) {637,030} (300,649)
4 {11,981) (3.923) (11,934} (3.923)
(857,124) (695,302} {853,084) {695,302)
27 {235,697) - (235,607) -
{156,437) (292,915) {140,362) {292,915)
20 (1.801,108) (1,233,989)  {1,780,046) {1,233,989)
5 - - - -
{1,801,108) {1,233,988) {1,780,946) (1,233,989)
9 {4.74) (5.74)
9 (4.74) (5.74)

The comparatives for the prior year are for parent company only as the subsidiaries were only incorporated

in 2008.

The Income Statements should be read in conjunction with the accompanying Notes 1o the Financial

Statemenis.
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WESTRALIAN GAS AND POWER LIMITED

BALANCE SHEETS
AS AT 30 JUNE 2006
Economic Entity Parent Entity
$ $ $ $
Note 2006 2005 2006 2005
CURRENT ASSETS
Cash and cash equivalents 10 833,593 2,657,848 ’ 830,053 2,657,848
Trade and other
Receivables 11 44,250 132,483 44,212 132,483
TOTAL CURRENT
ASSETS 877,843 2,780,331 874,265 2,790,331
NON-CURRENT ASSETS
Trade and Other
Receivables 11 1,600 1,600 114,763 1,600
Property, plant and
equipment 13 101,955 13,267 94,603 13,267
Intangible assets 14 - - - -
Other assets 15 215,716 - 134,895 -
Other financial assets 16 2,660 - 1,310 -
TOTAL NON-CURRENT
ASSETS 321,931 14,867 345671 14,867
TOTAL ASSETS 1,199,774 2,805,198 1,219,936 2,805,198
CURRENT LIABILITIES
Trade and Other Payables 17 67,507 107,520 67,507 107,520
TOTAL CURRENT
LIABILITIES 67,507 107,520 67,507 107,520
TOTAL LIABILITIES 67,507 107,520 67,507 107,520
NET ASSETS 1,132,267 2,697,678 1,152,429 2,697 678
EQUITY
Contributed equity 19 4,102,781 4,102,781 4,102,781 4,102,781
Option Issue Reserve 20 235,697 - 235,697 -
Accumulated losses 20 (3,206,211) (1,405,103}  (3,186,049) (1,405,103}
TOTAL EQUITY 1,132,267 2,697,678 1,152,429 2,697,678

The Balance Sheets should be read in conjunction with the accompanying Notes to the Financial Statements
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WESTRALIAN GAS AND POWER LIMITED
AND CONTROLLED ENTITIES
STATEMENTS OF CHANGES IN EQUITY

FOR YEAR ENDED 30 JUNE 2006

Economic Entity

Balance at 1 July 2004

Loss attributable to members
Shares Issued during the year
Share issue Costs

Balance at 30 June 2005

Balance at 1 July 2005

Loss atinbutable to members
Shares {ssued during the year
Share Issue Costs

Option Issue Reserve
Balance at 30 June 2006

Parent Entity

Balance at 1 July 2004

Loss allributable to members
Shares Issued during the year
Share Issue Costs

Balance at 30 June 2005

Balance at 1 July 2005

Loss attributable to members
Shares |ssued during the year
Share issue Costs

Option Issue Reserve
Balance at 30 June 2006

Note

Share Capital

Converting Reserves Accumulat
Incentive $ ed
Preference Losses Total
Ordinary Shares $
$ $ 3

2 - - (nnme) (1T1,112)
- - (1,233,989) (1,233,989)
4 653,575 1,370 - - 4,654,945
(552,166) - - - {552,1686)
4101411 1,370 - {1,405,103) 2,697,678
4,101,411 1,370 - (1,405,103) 2,697,678
- - (1,801,108) (1,801,109)
- 235,697 - 235,697

4,101 411 1,370 235,697 (3,206,212) 1,132,266
2 - - (171,114) (171,112)
- - (1,233,989) (1,233,989)
4,653,575 1,370 - - 4,654,945
{552,166) - - - (552,168)
4,101 411 1,370 - {1,405,103) 2,697,678
4,101,411 1,370 - (1,405,103) 2,697,678
- - - (1,780,948) (1,780,946)
- - 235,697 - 235,697
4,101,411 1,370 235,697  (3,186,049) 1,152,429

The above statements of changes in equity should be read in conjunction with the accompanying Notes.
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WESTRALIAN GAS AND POWER LIMITED
STATEMENTS OF CASHFLOWS

YEAR ENDED 30 JUNE 2006
Note Consolidated Entity Parent Entity
$ $ $ $
CASH FLOWS FROM QOPERATING 2006 2005 2008 2005
ACTIVITIES
Payments to suppliers and employees (824,660) {537,312) {B04,545) (537,312}
Payments for exploration expenditure (853,084) {706,814) {853,084) (706,814)
Interest received 97,161 47 379 97,161 47,379
GST ; 80,042 (92,589) 80,080 {92,589)
Net cash inflows/{outilows) from
operating activities 24 {1,500,541) (1,289,336) (1,480,388) (1,289,336)
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of property, plant and
equipment (100,669) (11,469) {93,270) (11,469)
Acquisition of Qil Lease Permits {80,721} - - -
Cevelopment expenditure (134,995) - (134,995} -
investment in subsidiary - - {10} -
incorporation of subsidiary {1,360} - - -
investment in listed entity (2,000) - (2,000) -
Acquisition cost of frademark - (273) - {273)
Security deposil paid - {1,600) {1,600)
Net cash inflows/(outlows) from
investing aclivilies (319,745) (13,342)  {230,275) {13,342)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of shares (net of
raising costs) - 3,930,289 - 3,930,289
Loan to subsidiaries - - {113,163) -
Repayment of borrowings (3.969) . (21,153) (3,969) (21,153)
Net cash inflows/{outflows) from
financing activities {3,869) 3,909,136  {117,132) 3,909,136
Net increase in cash held {1,824,255) 2,606,458 (1,827,795) 2,606,458
Cash at beginning of year/period 2,657 848 51,390 2,657,848 51,320
Cash at end of year 10 833,593 2,657,848 830,053 2,667,848

The Statements of Cash Flows should be read in conjunction with the accompanying Noles to the Financial

Statements
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WESTRALIAN GAS AND POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopled in the preparation of the financial report are set out below. These policies
have been consistently applied to all the years presented, unless otherwise staled. The financial repart includes
separate financial statemenis for Westralian Gas and Power Limited as an individual entity and the consclidated entity
consisting of Westralian Gas and Power Limited and its subsidiaries. Wasiralian Gas and Power Limited is a company
limited by shares incorporated in Ausiralia whose shares are publicly traded on Australian Stock Exchange Limited.

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivatents to Infernational
Financial Reporling Standards (AIFRSs), other authoritative pronouncements of the Australian Accounting Standards
Board, Urgent Issues Group Interpretations and the Corporations Act 2001.

Compliance with (FRSs

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (IFRSs).
Compliance with AIFRSs ensures that the financial repor, comptising the group’s financiat statements and notes and
the parent entity financial statements and notes of Westralian Gas and Power Limited, comply with IFRSs.

Australian Accounting Standards that have recently been issued or amended but are not yet effective have not been
adopted for the annual reporting period ended 30 June 2006. There are no anticipated changes to Westralian Gas and
Power Limited's accounting policies in future periods as a result of these changes. Below is a8 summary of recently
amended or issued Accounting Standards relevant 1o Westralian Gas and Power Limited:

AASB Affected Standard(s) Nature of change to Application date Application date
Amendment acoounting policy of standard” for Group
2005-1 AASB 139: Financial Instruments: No changs to accounting 1 January 2006 1 July 2006

Recognition and Measurement policy required. Tharefore no
impact.
2005-4 AASB 139: Financial Instruments: No change to accounting 1 January 2006 1 July 2006

Recogrition and Measurement, AASB policy required. Therefore no
132: Financial Instruments: Disclosure impant.

and Presentation, AASB 1: First-time

adoption of AIFRS, AASB 1023: General

Insurance Contracts, AASB 1028: Life

Insurance Contracts

2005-5 AASB 1: First-time adoption of AIFRS,  No change to accounting 1 January 2006 1 July 2006

AASB 139: Financiat Instruments: policy required. Therefore no
Recegnition and Measurement impact.
2005-6 AASB 3: Business Combinations No change to accounting 1 January 2006 1 July 2006
policy required. Therefore no
impact.
2005-10  AASB 132: Financial Instruments: No change to accounting 1 January 2007 1 July 2007
Disclosure and Presentation, AASE 101:  policy required. Therefore no
Presentation of Financial Statements, impact.

AASB 114: Segment Reporting, AASB
117: Leases, AASB 133: Earnings Per
Share, AASB 132: Financial
Instruments: Recognition and
Measurement, AASBE 1: First-time

adoption of AIFRS
2006-1 AASB 121: The Effects of Changes in No change fo accounting 1 January 2006 1 July 2006
Foreign Exchange Rates policy required. Therefore no
impact.
New AASB 7: Financial Instruments; No change to accounting 1 January 2007 1 July 2007
standard  Disclosures policy required. Therefore no
impact.

* Application date is for the annual reperting periods beginning on or after the date shown in the above table.



Application of AASB 1 First-time Adoplion of Australian Equivalents to International Financial Reporting Standards

These financial statements are the first Westralian Gas and Power Limited financial statemenis to be prepared in
accordance with AIFRSs. AASB 1 First-time Adoption ol Australian Equivalents to International Financial Reporting
Standards has baen applied in preparing these financial stalements.

Financial statements of Westralian Gas and Power Limited until 30 June 2005 had been prepared in accardance with
previous Australian Generally Accepled Accounting Principles (AGAAP). AGAAP differs in certain respects from AIFRSs.
When preparing Westralian Gas and Power Limiled 2006 financial statements, management has amended certain
accounting, valuation and consolidation methods applied in the AGAAP financia! statements to comply with AIFRSs. The
comparative figures in respect of 2005 were restated lo reflect these adjustments.

Reconcitiations and descriptions of the effect of the transition from previous AGAAP ta AiFRSs on the group’s equity and
its net income are given in note 2. :

Historical cost convention

These financial statements have been prepared under the historical cost convention, as maodified by the revaluation of
available-for-sale financial assets, financial assets and liabilities (including derivative instruments) at fair value through
profit or loss, certain dasses of property, plant and equipment and investment property.

Accounting Policies

a. Principles of Consolidation

A controlled entily is any entity Westralian Gas and Power Ltd has the power lo contro! the financial and
operating policies of so as to obtain benefils from its activities.

A list of controlled entities is contained in Note 18 to the financial stalements. All controlied entities have a June
financial year-end except for Sunset Energy LLC a Delaware USA based company which has a December year
end.

All inter-company balances and transactions between entities in the economic enlily, including any unrealised
profits of losses, have been eliminated on consolidation. Accounting policies of subsidiaries hava been changed
where necessary to ensure consislency with those policies applied by the parent entity.

Where controfled entities have entered or left the economic entity during the year, their operating results have
been included/exciuded from the date control was obtained or until the date control ceased.

Minority equity interests in the equity and resulis of the enlities that are controlled are shown as a separate item
in the consolidated financiat report.

b. Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. It is calculated using the tax rates that hava baen enacted or are
substantially enacted by tha balance shaet date.

Deferred tax is accounted for using the balance sheet fabflity method in respect of lemparary differences
arising between the tax bases of assets and liabilities and their carrying amounls in the financial
statements. No deferred income tax will be recognised from the initial recognition of an asset or liability,
excluding a business combination, where {here is no effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or liability is settled. Deferred tax is crediled in the income statement axcept where it relales to
items that may be credited directly to equity, in which case the deferred tax is adjusted directly against
equity.

Defarred income tax assets are racognised to the axient that it is probable that future tax profils will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that the
economic entity will darive sufficient future assessable income to enable the benefil to be realised and
comply with the conditions of deductibility imposed by the law.



Plant and Equipment

Each class of plant and equipment is carried at cost or fair value less, where applicabla, any accuomulated
depreciation,

Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expecied net
cash flows which will be received from the asseis employment and subsequent disposal. The expected net cash
flows have not been discounted to their present values in determining recoverable amounts.

The cost of fixed assets constructed within the Company includes the cost of materials, direct labour, borrowing
costs and an appropriate proportion of fixed and variable overheads.

Depreclation

The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding
freehold 1and, is depreciated on a straight line basis over their useful lives to the Company commencing from
the time the asset is held ready for use. Properties held for investment purposes are not subject to depreciation.
Leasehold improvements are depreciated over the shorter of either the unexpired pericd of the lease or the
estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable assels are:

Class of Fixed Asset Depreciation Rate
Furnilure 7.5%

Plant and equipment 25% - 100%

Molor Vehicles 10.0%

impairment of assets

At each reporting date, the group reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assels have been impaired. If such an indication exists, the
recoverable amount of the asset, being the higher of the asset's fair value less costs to sell and value in use, is
compared to the assel's carrying value. Any excess of the asset's carrying value over its recoverable amount is
expensed to the income statement.

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individua! asset, the group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Leases

Leases of fixed assels where substantially all the risks and benefits incidental to the ownership of the asset, but
not the legal ownership, are transferred to the Company, are classified as finance leases. Finance leases are
capilalised, recording an asset and a liability equal to the present value of the minimum lease payments,
including any guaranieed residual values. Leased assels are depreciated on a straight line basis over their
estimated useful lives where it is likely that the Company will obtain ownership of the asset or over the tarm of
the fease. Lease payments are allocatad between the reduction of the lease liability and the lease interest
expense for the period.

Laase paymenis for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred. Lease incentives under operating leases are
recognised as a liability. Lease payments received reduce the liabdlity.

Interests in Joint Ventures

The Company's share of the assels, liabilities, reveriue and expenses of joint venture operations are included in
the appropriate items of the stalement of financial performance and financial position. Details of the Company's
interests are shown in Note 12.
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Exploration, Evaluation and Development Expenditure

Exploration, evaluation and development expenditure incurred is written off in respect of each identifiable area
of interest. These costs are only camied forward 1o the extent that they are expected to be recouped through the
successful development of the area or where activilies in the area have not yet reached a stage which permits
reasonable assessment of the existence of economically recoverable reserves.

Accumulated costs in ralation 1o an abandoned area are written off in full against profit in the year in which the
decision to abandon the area is made.

When production commences, the accumulaled cosls for the relevant area of interest are amortised over the life
of the area according to the rate of depletion of the economically recoverable reserves,

A reguiar review is undertaken of each area of interest to determine the appropriateness of continuing to carry
forward costs in relation to that area of interest.

Costs of site restoration are provided over the life of the facility from when exploration commences and are
included in the costs of that stage. Site restoration costs include the dismantling and removal of mining plant,
equipment and building structures, wasta removal, and rehabilitation of the site in accordance with clauses of
the mining permits. Such cosls have been determined using estimates of fulure costs, current legal
requirements and technology on an undiscounted basis. Any changes in he estimates for the costs are
accounted on a prospective basis, In determining the costs of site restoration, there is uncertainty regarding the
nature and extent of the restoration due to community expectations and fulure legislation. Accordingly the costs
have been determined on the basis thal the restoration will ba completed within one year of abandoning the site.

Intangibles
Patents and Trademarks

Patents and Trademarks are valued in the accounts at cosl of acquisition and are amortised over the period in
which their benefits are expected to be realised.

Foreign currency translation
Functional and presentation currency

The functional cumrency of each of the group's entities is measured using the currency of the primary economic
environment in which that entity operates. The consolidated financial statements are presented in Australfan
dollars which is the parent entity's functional and presentation currancy.

Transactions and balances

Foreign currency transaclions are translated into functional currency using the exchange rates prevailing at the
date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate. Non-
monetary items measured at historical cost continue to be camied at the exchange rate at the date of the
transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date when fair
values were determined.

Exchange differences arising on the transiation of monetary ilems are recognised in the income statement,
except where deferred in equity as a qualifying cash flow or nel investment hedge.

Exchange differences arising on the translation of nion-monetary items are recognised directly in equity to the
exlent that the gain or loss is directly recognised in equity, otherwise the exchange difference is recognised in
the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from the group's
presentation currency are translated as follows:

«  assets and liabilities are translated at year-end exchange rates prevailing at that reporting date;
. income and expenses are translated at average exchange rates for the period; and
. retained profits are translated at the exchange rates prevailing al the date of the transaction.

Exchange diffarences arising on franslation of foreign operations are transferred directly to the group's foreign
cuimency translation reserve in the balance sheet. These differences are recognised in the income statement in
the period in which the operation is disposed.
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Trade and other payables

Liabilities for trade creditors and other amounts are carried al cost which is the fair value of the considaration to
be paid in the luture for goods and services received, whethar or not billed to the consolidaied entity.

Payab'es to related parties are carried at the principal amount.

Employee Benefits

Provision is made for the company's liability for employee benefits arising from services rendered by employees
to balance date. Employee benefits expected 1o be settled within one year together with entitiements arising
from wages and salaries, annual leave and sick leave which will be sellled after one year, have been measured
at the amounis expecied to be paid when the liability is settled plus related on-costs. Other employee benefits
payable later than one year have been measured at the present value of the estimated future cash outflows to
be made for those benefits,

Contributions are made by the Company to the superannuation funds nominaled by its employees. The
Company does not run an employer sponsored fund.

Cash

For the pumpose of the stalement of cash flows, cash includes:

t. cashon hand and at call deposits with banks or financial insfitutions, net of bank overdraits; and

ii. investments in money market instruments with less than 14 days to maturity.

Issued capltal
Ordinary shares are classified as equity.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of
the share proceeds received.

Earnings per share {EPS)
Basic eamnings per share

Basic EPS is calculaled as the profit aifributable 10 equity holders of the company, excluding any cosis of
servicing equity other than ordinary shares, divided by the weighted average number of ordinary shares
outstanding during the financiai year, adjusted for any bonus elements in ordinary shares issued during the
year.

Diluted earnings per share

Diluted EPS adjusts the figures used in the determination of basic EPS to take into account the after income
lax effect of interest and other financing costs assoclated with dilutive potential ordinary shares and the
weighted average number of shares assumed fo have been issued for no consideration in relation to dilutive
potential ordinary shares.

Revenue
Revenue from the sale of goods is recognised upon the delivery of goods to customers.

Inlerest revenue is recognised on a proportional basis taking inlo account the interest rates applicable to
the financial assets.

Dividend revenue is recognised when the right to receive a dividend has been established, Dividends received
from associates and joint venlure entities are accounted for in accordance with the equity method of accounting.

Revenue from the rendering of a service is recognised upon tha delivery of the service 1o the customers.

All reveniue is stated nel of the amount of goods and sarvices tax (GST).



Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part
of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the
statement of financial position are shown inclusive of GST. Inflows and outflows in the cashflow statement are
accounted for on a gross basis.

Critical accounting estimates and judgements

The directors evaluate eslimates and judgements incorporated into the financial report based on hislorical
knowledge and best available current information. Estimales assume a reasonable expectation of future events
and are based on currenl trends and economic data, oblained both externally and within the group.

Segment reporting

A businass segment is a group of assets and operalions engaged in providing products or services that are
subject to risks and returns that are different fo those of other business segments. A geographical segment is
engaged in providing products or services within a particular economic environment and is subject to risks and
relurns that are different from those of segments operating in other economic environments.

Investments and other financial assets
Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs, when the
related contractual rights or obligations exist. Subsequent to inilial recognition these instrumenis are measured as
sel out below.

Financial assets at fair value through profit and lvss

A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if
s0 designated by management and within the requirements of AASB 139: Recognition and Measurement of
Financial Instruments. Derivatives are also categorised as held for trading unless they are designated as hedges.
Realised and unrealised gains and losses arising from changes in the fair value of these assels are included in
the income statement in the period in which they anise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amorlised cost using the effective interest rate method.

Held-to-maturfty investments

These investments have fixed maturities, and it is the group’s intention to hold these investments to maturity. Any
held-to-maturity investments held by the group are stated at amorlised cost using the effective interest rate
method.

Available-for-sale financial assets

Available-for-sale financial assets include any financial assets not induded in the above categories. Available-for-
sale financial assets are reflected al fair value. Unrealised gains and losses arising from changes in fair value are
taken directly to equity.

Financial liabilitiss

Non-derivative financial liabilities are recognised ai amortised cost, comprising original debt less principal
payments and amortisation.

Derivative instruments

Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are taken
to Ihe income statement unless they are designated as hedges.
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Fair value

Fair value is determined based on current bid prices for alt qualed investments. Valuation techniques are applied
to datermine the fair value for afl unlisted securities, including recent arm's length transactions, reference to
similar instruments and option pricing models.

Impairment

At each reporting date, the group assess whether there is objective avidence that a financial instrument has bean
impaired. In the case of available-for sale financial instruments, a prolonged dedline in the vatue of the instrument
is considered fo determine whethier an impairment has arisen. Impairment losses are recognised in the income
statement.

Comparative Figures

Where required by Accounting Standards comparative figures have been adjusted to conform with changes in
presentation for the current financial year,

NOTE 2 : FIRST TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING

STANDARDS

The directors are of the opinion that the key material differences in the Company's accounting policies on
conversion to AIFRS and the financial effact of these differences. where known, are as follows:

The company changed its accounting policies on 1 July 2005 to comply with Australian equivalents to
Intemational Financial Reporting Standards {AIFRS). The transition to AIFRS is accounted for in accordance
with AASB 1 ‘First-time adoption of Australian equivalents to International Financial Reporting Standards’, with 1
July 2004 as the date of transition. The transition from pravious AGAAP to AIFRS has not affected the
company’s income statement, balance sheet, statement of changes in equity and cash flows as at 1 July 2004,1
July 2005, 30 June 2005 and 30 June 2006. There were also no changes required to the Profit and Loss and
Cashllows for the periods ended 30 June 2005 and 30 June 2006.

Consolidated Entity Parent Entity
NOTE 3: REVENUE Note 2006 2005 2006 2005
L] $ $ $

From continuing operations

interest received - other persons 4b 97,064 58,392 97,061 58,392

other revenue 100 408 100 408
Total Revenue 97,161 58,800 97.161 58,800
NOTE 4: PROFIT FROM CONTINUING

OPERATIONS

Profit before income fax has been determined
after
a. Expenses
Depreciation of non-current assets:

plant and equipment 11,981 3,650 11,934 3,650
Totai depreciation 11,081 3,650 11,934 3.650
Amorlisation of non-current assets:

patents and trademarks - 273 - 273
Total amortisation - 273 - 273




NOTE 4: PROFIT FROM CONTINUING
OPERATIONS

Rental expense on operating leasss

Exploration expenditure written off

b. Revenue

Inerest received

c.  Significant Revenues and Expenses

The following materisl ilems are relevant in explaining the
financial performance:

Employment expenses and consultancy fees

Exploration expenditure written off

NOTE 5. INCOME TAX

{a) Income lax expense/(benefit)
Current tax

Deferred tax

Under {over) provided in prior years

82,889
857,124

97,061

637,030
857,124

35,667
695,302

58,392

300,649
695,302

Consolidated Entity

§2,889
853,084

97,061

637,030
853,084

35,667
695,302

58,392

300,649
695,302

Parent Entity

{b) Numerical reconciliation of income tax expense
to prima facie tax payable

Loss before income tax expense

Prima facie tax benefit on loss at 30% (2005: 30%)

Tax effect of amounts which are not deductible
(taxable) in calculating taxable income:

Share-based payments
Sundry items

Movements in unrecognised temporary differances

Tax effect of current year tax losses for which no
deferred tax asset has been recognised

2006 2005 2006 2005
$ $ $ $
(1.801,108) (1,233,980) (1,780,946) (1,233.989)
(540,332)  (370,197)  (534,284)  (370,197)
70,709 - 70,709 .
5.056 10,166 5056 10,166
(464567)  (360,031)  (458519)  (360,031)
(39.332) (28,174) (39,332) (28.174)
503,899 388,205 497,851 388,205

Income 1ax expense/{benefit)
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(€} Unirecagnised temporary differences
Deferred Tax Assets (at 30%)
On Incormne Tax Account

Capital raising costs 105,021 140,128 105,021 140,128
Provision for diminution - . - .
Other 4,543 16,547 4,543 16,547
Carry forward tax losses 936,864 429,208 936.864 429,206
1,046,428 585,881 1,046,428 585,881

Deferred Tax Liabilities {at 30%)
On Income Tax Account
Other 1,192 3,304 1,192 3,304

Net deferred tax assets have not been brought to account as it is not probable within the immediate future that tax profits
will be available against which deductible temporary differ2nces and fax losses can be utilised.

NOTE 6.DIVIDENDS PAID OR PROVIDED FOR ON ORDINARY SHARES

No dividends were paid or declared since the start of the financial year, No recommendation for paymenit of dividends has
been made.

NOTE 7: KEY MANAGEMENT PERSONNEL

a. Names and positions held of Directors and Key Management Perscnnel in office at any time during the
financial year ara:

Directors

Peter Briggs Executive Chairman
Stephen Leslie Thomas Managing Director
Alan Robert Burns Non Executive Director

Other Key Management Personnel

Paul Fromson Company Secretary

b, Directors’ Remuneration

2006 Share
Based
Short Term Employee Benefits Payment Total
Salary, Fees & Non-Cash  Super-

Commissions Cash Bonus  Benefits  annuation  Options
Peter Briggs 104,000 - - - . 104,000
Stephen Lesfie Thomas 180,000 - - - - 180,000
Alan Robert Burns 30,000 - - 2,700 176,773 209,473
314,000 - - 2,700 176,773 493,473




Share

Based
2005 Short Term Employee Benefits Payment Total
Salary, Fees & Non-Cash Super-
Commissions CashBonus Benefits  annuation  Options
Peter Briggs 106,000 - - - - 106,000
Stephen Leslie Thomas 180,000 - - - - 180,000
Alan Robert Burns 23,507 .- - 2,115 - 25,622
309,507 - - 2,115 - 311,622
c. Key Management Personnel
Share
Based
2006 Short Term Employee Benefits Payment Total
Non-Cash Super-
Salary & Fees Cash Bonus  Benefitls  annuation  Options
Paul Fromson 48,000 - - - 58,924 106,924
Share
Based
2005 Short Term Employee Benefits Payment Total
Non-Cash Super-
Salary & Fees CashBonus  Benefils  annuation  Options
Paul Fromson 76,025 - - - - 76,025
d. Options Holdings
Number of Options Held by Key Management Personnel
Granted as Net Total Total Total

Batance Remun- Cptions Change Balance vested  Exerclsable Unexercisable
1.7.2005 eration Exercised Other 30.6.2006 30.6.2008 306.2008 30.6.2008

Directors
Peter Briggs 4,000,060 - - - 4,000,000 4,000,000 4,000,000
Afan Bumns - 3,000,000 - - 3,000,000 3,000,000 3,000,000 -

a. Shareholdings
Number of Ordinary Fully Paid Shares Held by Key Managament Personnel

Received as
Batance Remun- Options  NetChange  Balance
1.7.2005 eration Exercised Other* 30.6.2005

Parent Entity Directors

Peter Briggs 8,350,000 . - 175,000 8,525,000
Stephen Leslie Thomas 8,000,000 - . 60,000 8,060,000
Alan Robert Burns 746.000 - - - 746,000
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Other Key Management Personnel
Pau!l Fromson 300,000 - - . 300,000
Total for directors and specified executives 17,396,000 - - 235000 17,631,000

* Net change other refers to shares purchased or sold on market during the financial year,

e. Shareholdings
Number of Converting Incentive Prefarence Shares (CIPS) held by Key Management Personnel

Received as
Balarice Remun- Options  NetChange  Balance
1.7.2005 eration Exercised Other* 30.6.2005

Parent Entity Directors

Peter Briggs 6,850.000 - - - 6,850,000
Stephen Leslie Thomas 6,850,000 - - - 6,850,000
Atan Robert Burns - - - - -
No CIPS are held by any other key management personnel.

f. Remuneratlen Practices

The company's board and executives are paid consulting and directors fees at market rates. There are no retirement or
termination or other benefits. The two executive directors have a consuiting agreement with the company which axpires
on 1 January 2007 but which can be renewed/extended. The consulting agreements contain termination clauses and
review clauses.

The company has laken advantage of the relief provided by ASIC Class Order 06/50 and has transferred the detailed
remuneration disclosures fo the “Remuneration Report” within the Directors Report.

Consolidated Entity Parent Entity
NOTE 8: AUDITORS' REMUNERATION 2006 2005 2006 2005
$ $ 3 $
Remuneration of the auditor for:
auditing or reviewing the financial report 14,500 10,000 14,500 10.000
other servicas . - - -
other services provided by related practice of auditor - - “ -
2006 2005
NOTE 9: EARNINGS PER SHARE $ 5
3. Eamings used in the caloulation of basic EPS (1.801,108) (1.233,993;
Eamings used in the calculation of dilutive EPS (1.801,108) (1.233,993)
b. Weighted average number of ordinary shares outstanding during the year
used in calculation of basic EPS 37,978.000 21,494 642
Weighted average number of ordinary shares outstanding during the year
used in calculation of dilutive EPS 37.978,000 21,494,642

c. Classification of securities

The options on issue have not been included in the calculation of dilutive EPS because their exercise would
not be dilutive in nature. See note 19 for options on issue.



The converting incentive preference sharas are not included in the determination of basic or diluted earnings per
share as they are convertible upon the Company achieving specified production reserves or share prices for the
Company shares on ASX. At the reporting date thess thresholds had not been achieved.

d. Earning per share

Earnings per share - cents {4.74) {5.74)

Dilutive eamings per share - cents (4.74) (5.74)

Consolidated Entity Parent Entity
2005 2005 2006 2005
$ $ $ 5

NOTE 10: CASH AND CASH EQUIVALENTS
Cash at bank 87,805 123,095 84,265 123,095
Deposits at call 745,788 2,534,753 745,788 2,534,753

833593 2,657,848 830,053 2.657 848

NOTE 11: TRADE AND OTHER RECEIVABLES

CURRENT
GST refund due 26,989 107,031 26,951 107,031
Amounts receivable from director related entities 12,287 14,439 12,287 14,439
Other amounts receivable 1,600 - 1,000 -
Accrued interest income 3,974 11,013 3.974 11,013
44,250 132,483 44212 132,483
NON CURRENT
Loan to subsidiaries - - 113,163 -
Rental Bond Deposit 1,600 1,600 1,600 1,600
1,600 1,600 114,763 1,600

The loan to the subsidiary has no fixed repayment period and no interest is charged on the loan at this point in time. The
loan is carried al fair value being the total amount actually loaned to the subsidiary during the year.

NOTE 12: JOINT VENTURES

The company has a joint venture with a Director relaled entity, Flamestar Corporation Pty Lid {Flamestar). The joint
veniure is a fully contributing joint venture with each partner contributing their share of the exploration cosis. The
Exploration Joinl Venture Agreement is between direclor related entity Red Mountain Energy Pty Ltd (RME) and
Flamesiar and provides for the exploration pursuant to SPA’s granted pursuant fo the applications for SPA 3/03-4 and
4/03-4. The participating interests of RME and Flamestar are 50% each, with RME being the manager of the joint
venture. Westralian Gas and Power Ltd is farming into the RME interest in the joint venture.

Consolidated Entity Parent Entity
2006 2005 2008 2005
3 $ 3 $

NOTE 13: PLANT AND EQUIPMENT

Opening balance 13.267 5448 13,267 5,448
Acquisitions 100,669 11,469 93,270 11,469
Depreciation expense (11,981} (3.650) {11,934) (3.650)
Plant and Equipment al written down value 101,955 13,267 94 603 13,267
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Plant and equipment al cost 117,610 16,941 110,211 18,941

Accumulated depreciation {15,655) (3.674) {15,608} {3,674)
101,955 13,267 94,603 13,267
20086 2005 2006 2005
NOTE 14: INTANGIBLE ASSETS $ § $ $
Trademarks at cost 273 273 273 273
Accumulated amortisation (273) {273) {273} {273

NOTE 15: OTHER ASSETS

NON CURRENT

Exploration expenditure

Opening balance of capitalised cost - - - -
Exploration expenditure incurred during period 857,124 695,302 853,084 695,302
Exploration expenditure written off during period (857,124} {695,302) (853,084} (695,302}

Ciosing balance of capitalised expenditure - - - -

Development Expenditure

Opening balance of capitalised cost - - . -
Development expenditure incurred during period 134,935 - 134,985 -
Davelopment axpenditure written off dusing periad - - - -

Closing balance of capitalised expenditure 134,995 - 134,995 -

Production Leases
Opening balance of capitalised cost - - - -
Lease expenditure incurred during period 80,721 - - -

Lease expendilure wrilten off during period - - - -

Closing balance of capitalised expenditure 80,721 - - -

Total Other Assets 215,716 - 134,995

Recoverability of the carrying amount of the Development Expenditure and Production Leases is dependent on
successful development and commercial exploitation or sale of the respective areas of interest.

NOTE 16: OTHER FINANCIAL ASSETS

investment in subsidiary - - 10 -
Investment in ASX Listed Company 2,000 - 2,000 -
Less provision for diminution {700} - (700) -
investment ai market value 1,300 - 1,300 -
incorporation Costs 1,360 - - -
Total Other Financial Assets 2,660 - 1,310 -




NQOTE 17: CONTROLLED ENTITIES
(a} Controlled Entities Consolidated

Country Percentage Owned (%)
of
Incorporation 2006 2005
Parent Entity:
Westratian Gas and Power Ltd Australia
Ultimate Parent Entity ‘
Westralian Gas and Power Ltd . Australia
Subsidiaries:
Woestralian Pelrcleum Lid Australia 100 -
Sunset Energy LLC USA 100 -

{b} Establishment of Controlied Entities

On 2 February 2006 the parent entity incorporated a 100% subsidiary Westralian Petroleurn Lid and is entitled to
all profits earned from incorporation.

Cn 13 March 2006 the parent entily incorporated a 100% subsidiary Sunset Energy LLC, a company incorporated
in Delaware USA, and is entitted to all profits sarned from incorporation.

Consolidated Parent
NOTE 17: TRADE AND OTHER PAYABLES 2006 2005 2006 2005
¥ $ $ 5
CURRENT (ait unsecured)
Trade creditors 11,381 35,180 11,381 35,180
Sundry creditors and accnied expenses
director related entities 26,601 30,660 26,691 30,660
other 28,792 40,553 28,792 40,553
66,864 106,333 66,864 106,393
Employes entittements
Aggregale Employee Benefits Liability 643 1127 643 1,127
Total Trade and other payables 67,507 107,520 67,507 107,520
Number of Employees at Year-end 1 1 1 1
Aggregate Employee Benefits Liability
Carrying amount at beginning of year 1127 - 1,127 -
Utilisation of provision (1,127) - {1,127} -
Additional provisions recognised 643 1127 643 1,127
Carrying amount at end of year 643 1,127 843 1127




NOTE 19: CONTRIBUTED EQUITY

a. Ordinary shares

At the beginning of the reporting period
Shares issuad during the year
shares issued on incorporation 24 May 2004
Existing 2 shares split into 16,000,000 shares
tssue on 20 Septernber 2004 at .0009 cents per share
tssue on 26 October 2004 at 12.5 cents par share
Issue on 14 March 2005 at 25 cents per share
Transaction costs relating lo share issues

At reporting date

At the beginning of the reponting pericd
Shares issued during the year
Existing 2 shares split into 16,000,000 shares
Issue on 20 September 2004
Issue on 26 October 2004
tssue on 14 March 2005
At reporting date

Economic Entity Parent Entity
2006 2005 2006 2005
$ § $ $
4,101,411 - 4,101,411 -
- 2 - 2
. 75 - 75
- 653,500 - 653,500
- 4,000,000 - 4,000.000
- {552,166} - (552,168)
4101411 4101411 4,101,411 4101414
Number Number Number Number
37,978,000 2 37,978,000 2
- 15,999,998 - 15,999,998
- 750,000 - 750,000
- 5,228,000 - 5,228,000
- 16,000,000 - 16,000,000
37,978,000 37,978,000 37,978,000 37,978,000

Ordinary shares participats in dividends and the proceeds on winding up in propartion to the number of shares held. At
shareholders meetings each ordinary share is entitied to one vote when a poll is called, otherwise each shareholder has

one vote on a show of hands.

b. Converting Incentive Preference Shares {CIPS)

At the beginning of reporting period
Shares issued during year
6,850,000 issued on 17 September 2004
6,850,000 issued on 18 September 2004
Af reporting date

At the beginning of reporting period
Shares issued during year
6,850,000 issued on 17 September 2004
6.850,000 issued on 18 September 2004
Al reporting date

Consolidated Entity Parent Entity
2006 2005 2006 2005
$ $ 3 $
1,370 - 1,370 -
R 685 - 685
- 685 - 685
1,370 1.370 1,370 1,370
Number Number Number Number
13,700,000 - 13,700,000 -
- 6,850,000 - 6.850.000
- 6,850,000 - 6,850,000
13,700,000 13700000 13,700,000 13,700,000




Consolidated Entity Parent Entity
2006 2005 2006 2005
3 $ $ $

¢. Total Contributed Equity including Ordinary Shares and
CIPS 4102781 4,102,781 4,102,781 4,102,781

Terms and Conditions of Converting Incentive Preference Shares

Thera are two series of CIPS on issue, being the Series A CIPS and the Series B CIPS, all of which are held by entities
related to two of the Company's Directors. Other than for the conversion formulae associated with each series of CIPS,
the terms and conditions of each series are identical and are set out below.

Dividend
CIPS dividend

CIPS Shareholders are entilled to receive a dividend. The dividend is fixed at 5% of the issue price (being $0.0001) of
each CIPS Share. The dividend will be computed from the issue to the conversion date of the CIPS on the basis of a 365
day year and pro rata for parl of a year.

Dividend enfitlement

The time for the entitiement to a dividend is 5.00pm (WST) on 30 June of each year during the period from the issue to
the conversion date of the CIPS.

Dividend date

Dividends shall be paid if the Company has funds legally available for the payment of dividends within 30 days after the
CIPS Shareholder becomes entitled to the dividend.

Books closing date

Dividends are payable fo the registered holders of each CiPS as they appear in the register for the CIPS at 5.00pm
{(WST} on 30 June of each year during the period from the issue to the conversion date of the CIPS.

Method of payment

Dividends shall be deemed paid if paid by cheque or direct debit on (or as soon as practicable after) the date determined
by the Directors that a dividend is to be paid 1o the account or address nominated by the CIPS Shareholder.

Preferential

Dividends on the CIPS shall rank in priority to dividends on the ordinary fully paid shares.
Cumulative

Dividends on the CIPS will be cumulative.

Pari Passu

Dividends on the CIPS shall rank pari passu with all other CIPS.

Redemption

Subject to the conversion formulae for each series described below, the CIPS are redeemable on the Redemption Date
al the election of the Company, by giving al least 7 days wrilten notice prior to the expiry of the Redempticn Date of tha
redemplion to the CIPS Shareholders, in accordance with ths following:

Redemption Amount

Al redemption the CIPS Sharsholder is entitled to payment of the Redemption Amount in respect of each CIPS Share
which has not been converted in accordance with the conversion formulae described below.

The Redemption Amount in respect of each CIPS may only be paid out of profits or the proceeds of a new issue of
shares made for the purpose of the redemption.

Payment

Within 30 days of the Redemption Date the Company must pay o the CIPS Shareholder the Redemplion Amount in
respect of each CIPS.

Return of Certificate

On redemption each CIPS Shareholder is bound to surmender any certificate for the CIPS to be redeemed.



Conversion

The CIPS will convert into Shares in accordance with the following:

Conversion Formula for Series A CIPS

Each Series A CIPS will convert into one (1) Share at any time prior o the Redemption Date if;

(i} the first 5 pilot wells of the Company on the Titles all produce al least 2P Reserves and the Company is
successful in attaining financial close on the funding of the next 30 wells; or

(i) all trades of the Company's Shares in a continuous period of 20 trading days are at or more than 40 cenis par
Share.

In the evant of any reconstruction, consoligation or division info (respactively) a lesser or greater number of securities of
the Shares, the price per Share in (ii) shall be reconstrucled, consolidated or divided in the sama proportion as the
Shares are reconstructed, consolidated or divided and, in any evenl, in a manner which will not result in any additional
benefits heing conferred on the CIPS Shareholders.

Conversion Formula for Series B CIPS
Each Series B CIPS will convert into one (1) Share at any time priof to the Redemption Date if:

i the gross revenue of the Company {(using generally accepted accounting principles) from the sale of product in
any financial year {including gas or electricity} is more thal A$10,000,000; or

(ii) ali trades of the Company's Shares in a continuous period of 20 trading days are af or more than 50 cents per
Share.

In the event of any reconstruction, consolidation or division into (respectively) a lesser or greater number of securilies of
the Shares, the price per Share in (i) shall be reconstructed, consalidated or divided in the same proportion as the
Shares are reconsirucied, consolidated or divided and, in any event, in a manner which will not result in any additional
benefits being conferred on the CiPS Shareholders.

Statements

As soon as practicable after conversion of any CIPS, the Company shall dispatch statements or certificates in respect of
the Shares issued as a result of the conversion.

After Conversion

The Shares issued on conversion of any CIPS wilt as and from 5.00pm (WST) on the date of allotment rank equally with
and confer rights identical with all other Shares then on fssue.

Automatic Conversion
If:
. the Company does not give a redemption notice; or
. all the CIPS are not converted in accordance with the conversion formulae,

the remaining CIPS shall automatically convert to Shares in accordance with the following:
The number of Shares to be issued on automalic conversion will be calculated as follows:

Number of CIPS x Redemption Amount

Market Price



Reconstruction

In the event of any reconstruction, cansolidation or division into (respactively) a lesser or grealer number of securities of
the Shares, the CIPS shall be reconstructed, consolidaled or divided in the same proportion as the Shares are
reconstructed, consolidated or divided and, in any event, in a manner which will not result in any additional banefits being
conferred on the CIPS Shareholders which are not conferred on the holders of Shares.

Winding up

If the Company is wound up prior to conversion of ali of the CIPS into Shares then the CIPS Sharehoiders will have the
right for each CIPS held and not converted in Shares to be paid cash for the issue price (being $0.0001) and any arrears
of dividend in priority to the holders of Shares but will have no right to participate beyond this extent in surplus assets or
profits of the Company on winding up.

Non-transferable
The CIPS are not transferable.
Copies of notices and reports and voting rights

The CIPS Shareholders have the same right as holders of Shares 1o receive notices, reports and audited acoounts and
fo allend gensral meetings of the Company but are only entitled to vote in the circumstances listed in Listing Rule 6.3,

Quotation of CIPS

No application for quotation of the CIPS will be made by the Company.
Redemption Date

The CIPS are redeemable 40 months from their date of issue.

Status of CIPS

As at the date of this report no CIPS have been converted to ordinary {ully paid shares by either of tha holders and none
of the CIPS ara capable of being converted into ordinary fully paid shares because none of the perfarmance thresholds
have been met.

Consolidated Entity Parent Entity
d. Options Listed on ASX 2008 2005 2006 2005
. $ $ 3 3
At the beginning of reporting period - - - -
Options issued wupon fisting of parent - -
company on ASX - -
At reporting date - - - -
Number Number Number Number
At the beginning of reporting period 16,000,000 - 16,000,000 -
Options issued upon listing of parent 16,000,000
company on ASX - - 16,000,000
At reporting date 15,000,000 16,000,000 16,000,000 16,000,000

- -47-




a. Unlisted Options

At the beginning of reporting period

4,000,000 option exercisable at 30 cents on
or hafore 17/9/09

4,000,000 options exercisable at 30 cents on
or before 30/11/08

Af reporting date

Al the baginning of repotting period
4,000,000 option exercisable at 30 cents on
or hefore 17/9/09

4,000,000 options exercisable at 30 cents on
or before 30/11/08

At reporting date

Consolidated Entity Parent Entity
2006 2005 2006 2005
$ 3 $ 3
Number Number Number Number
4 000,000 - 4,000,000 -
- 4,000,000 - 4,000,000
4,000,000 - 4,000,000 -
8,000,000 4,000,000 8,000,000 4,000,000

Option {ssue Reserve

At the Company's AGM held on 30 November 2005, shareholders approved the issue of 4,000,000 unlisted options, to
nominees of a director and the company secretary, with an exercise price of 30 cents and an expiry date of 30 November
2008. Under the new accounting standard AASB Share based Payments, the Company has recognised the fair value of
the 4,000,000 Incentive Options. An expense of $235,697 has been recognised in the income statement with a
corresponding adjustment to equity being an Option Issue Reserve,

The options have been valued using the Black & Scholes and Binomial methodologies with the following assumptions:

ii. The risk free rate (5.34%) is the Commonwealth Government securities rate with a maturity dale
approximating that of the expiration period of the incentive oplions as at 20 October 2005;

iii. The underlying securily spot price ($0.15) used for the purposes of this valuation is based on the price of

the Shares as at 20 October 2005;

iv. For the purposes cf the valuation, no future dividend payments have been forecast; and

V. For the purposes of the valuation it is assumed that the Incentive Options will not be exercised any earlier

than the expiry date of 30 November 2008.

The valuation was conduction by an independent accounting firm.

NOTE 20: RESERVES AND ACCUMULATED
LOSSES

a} Reserves

Share Based Payment Reserve
Balance at beginning of year

Option expense

Balance at end of year

b} Accumulated Losses

Balance at the beginning of the year
Net loss for the period

Accumulated losses at the end of the financial year

2006 2005 2006 2005
$ $ $ 3
235,697 - 235697 -
235.697 - 235697 ]
(1,405.103)  (179.114)  (1,405,103)  {171.114)
{1.801,108) (1,233.989)  (1,780,946) (1,233,980)
{3.206.211) (1,405103)  (3,186,049) (1,405,103)




) Nature and purpose of reserves — full disclosure of the nature and purpose of the share based payment reserve is
disclosed in note 18.

2006 2005 2006 2005
NOTE 21: EXPENDITURE COMMITMENTS 3 3 3 $
a. Operating Lease Commitments
Non-cancellable operating leases contracted for but not
capitalised in the financial statements
Payable
not later than 1 year 58,126 40,823 58,125 40,823
tater than 1 year but not later than 5 years 113,828 138,817 113,828 138,817

tater than 5 years - . . -
171,953 179,640 171,953 179,640

The properly lease is a non-cancellable lease which expires on 13 June 2009 with rent payable monthly in advance.
Contingent rental provisions within the lease agreement require the minimum lease payments shali be increased by a
CPI per annum. The lease allows for sublelting of all lease areas.

b. Capital Expenditure Commitments

Coal Seam Methane Projects

The Company is the sole holder of two Special Prospecting Authorities for the areas known as Eneabba (SPA 2/04-5)
and Greenough (SPA 3/04-5) and application has heen made to converl these two SPA’s into drilling reservations. The
company is awaiting Native Title determination and no expenditure will occur until the determination has been granted.

The company is continuing to farm into the Margaret River Exploration Permit (EP 1/03-4) and the Augusta Exploration
Permit (EP 2/03-4).

The Company has completad farming into Drilling Reservation (DRY) on its Yelverton Project and on 24 August 2006 the
Department of Industry and Resources transferred this reservation to Westralian Gas and Power Lid. There are no
remaining capital commitments on this project however the company is considering applying for conversion fo a retention
lease.

The Company is farming into the Treeton SPA (SPA 1/03-4) and the Vasse SPA (SPA 2/03-4) and has completed the
capital commitments on these SPA’s. The company is awaiting Native Title determination on these SPA’s and does not
have any further capital commitments at this point in time.

The company's expenditure to farm into these SPA's/Drlling Reservations and on its granted dritling reservation is
estimated as follows:

2006 2005 2006 2005
$ 3 3 3
riot later than 1 year 382,000 1,131,000 382,000 1,131,000
later than 1 year but not later than 5 years 749,500 1,101,000 749,500 1,101,000

later than 5 years - - - -
1,131,600 2232000 1,131,500 2,232,000

- -49 .



Oil and Gas Permits

On 24™ August 2006 the Department of Industry and Resources granted Westralian Petroleum Ltd (a wholly owned
subsidiary of Westralian Gas and Power Ltd) a 50% interest in two offshore oil and gas permils WA-381-P and WA-382.
P for 6 years. In applying for the permits the company bid a minimum guaranteed work program and also a secondary
work program and the company's 50% share of the expenditure commitments are as follows:

2006 2005 2006 2005
3 3 $ 3
not later than 1 year 690,000 - -
later than 1 yaar but not later than 5 years 21,360,000 - - -
later than 5 years - - - -
22,050,000 - - -

The company via its wholly owned USA subsidiary, Sunset Energy LLC, has purchased two oil and gas leases in
Kentucky USA. The company's commitment on these leases is to produce oil each year and as the company is currently
producing oil there are no further commitments.

c. Joint Ventures

The Company is farming into a 50% share of a joint vanture betwean Red Mountaln Energy Pty Lid and Flamastar
Corporation Ply Ltd. The Gompany has completed the capital commitments on these SPA’s. The company is awaiting
Native Title datermination on these SPA’s and does not have arny further capital commitments at this peint in time.

d. Remuneration commitments

Amounts disclosed as remuneration commitments include commiiments arising from the service contracts of key
management personnel referred to in the remuneration report that are not recognised as liabilities and are not included
in the key management personnel compensation.

2006 2005 2006 2005
3 5 3 3
not later than one year 142,000 284,000 142,000 284,000
later than one year and niot later than five years - 142,000 - 142,000
142,000 426,000 142,000 426,000

NOTE 22: CONTINGENT LIABILITIES AND CONTINGENMT ASSETS
There are no contingent assets or liabilities.




NOTE 23: SEGMENT REPORTING
Primary Reporting — Business Segments

The Company operates in one industry segment oit and gas exploration and production. During 2006 a subsidiary Sunset
Energy LLC was incorporated in Delaware USA. Sunset Energy LLC is conducting Oil and Gas activilies in Kentucky
USA and shortly after year-end revenue from ail sales commenced. Other than this the groups operations ara all based
in Wastarn Australia,

There were no transactions between the segments other than the parent company loaning the subsidiary funds to
commence its operations.

Secondary Reporting — Geographical Segments

Segment Revenues Segment Carrying Amount Acquisitions of
from External Result of Segment Assets Non-current
Customers Segment Assets

2006 2008 2006 2005 2006 2005 2006 - 2005
$000 $000 $000 $000 $000 $000 $ooo $000

Geographical focation:

Ausiralia 97 59  (1,786)  {1.234) 1,107 2,805 - .
United States of America - - (15) - 93 - - -
97 59  (1.801) {1,234) 1,200 2,805 - -

Secondary Reporting — Geographical Segmenis
Accounting Palicies

Segmant revenues and expenses are lhose directly altiibutable to the segments and include any joint revenue and
expenses where a reascnable basis of allocation exists. Segment assets include all assets used by a segment and
consist principally of cash, receivables. inventories, intangibles and property, plant and equipment, net of allowances
and accumulated depreciation and amortisation. While most such assets can be directly attributed to individual
segments, the carrying amount of certain assets used jointly by two or more segments is allocated to the segments on a
reasonable basis. Segment liabilities consist principally of payables, employee benefits, accrued expenses, provisions
and borrowings. Segment assets and liabilities do not include deferred income taxes.

Intersegment Transfers

Segment revenues, expenses and resulls include transfers between segments. The prices charged on intersegment
transactions are the same as those charged for similar goods to parties outside of the economic entily ai an arm’s
length. These transfers are eliminated on consolidation.

2006 2005 2006 2005
NOTE 24: STATEMENT OF CASH FLOWS $ 3 $ 5
a. Reconciliation of the net loss after income tax to
net cash flows from operating activities
Net loss for the year (1.801,108) (1,233,593} (1,780.946) (1,233,993)
Non-cash Items
Amortisation - 273 - 273
Depraciation 11,981 3,650 11,934 3.650
Option expense 236607 - 235,697 -
Diminution of investment 700 - 700 -

. - 51 -



Changes in assets and liabilities

Increase/{decreasa) in debtorsfraceivables 89,233 {115,114) 89,271 (115,114)
(Increase)/decrease in trade creditors and accruals (36,560) 54,718 (36,560) 54,718
Increase/(decrease) in provisions (484) 1,127 (484) 1,127
Cash outflows from operations (1.500,541) (1,289,339} (1,480,388} (1.2B9,339)

b. Reconcillation of cash and equivalents
Cash and equivalents comprise

- cash at bank and in hand 87,805 123,095 84,265 123,095
- shorl term deposits 745,788 2,534 753 745,788 2,634,753
Total cash and cash equivalents 833,593 2,657,848 830,053 2,857,848

Cash at bank and in hand eams interest at floating rates based on daily bank deposit rates.

Shorl term deposits are made for varying periods of between one day and three months depending on the immediate
cash requirements of the Group, and eam interest at the respective short-term deposit rates.

¢.  Non cash financing and investing activities
The company issued 4,000,000 unfisted options to entitias relaled to a director and the company secretary.

25. KEY MANAGEMENT PERSONNMEL DISCLOSURES
(a) Details of key management personnal

(i} Cirectors

Peter Briggs Chairman Appointed 24 May 2004
Stephen Thomas Managing Director Appointed 24 May 2004
Alan Bums Non-executive Director Appointed 18 September 2004

{ii) Executives
Paul Fromson Company Secretary Appointed 24 May 2004
Thera are no other persons within the group who are classified as kay management personnel.

(b} Compensalion of key management personnel by category

Consolidated Parent Entity
2006 2005 2006 2005

$ $ 3 $

Short-term 364,700 387.647 364,700 387.647
Post employment - - - -
Other long-term - . . -
Termination benefits - - - -
Share-based payment 235,697 - 235,697 -

600,397 387,647 600,397 387,647

The company has taken advantage of the relief provided by ASIC Class Order 06/05 and has transferred the detailed
remuneration disclosures fo the directors’ reporl. The relevant information can be found in sections (a) to {c} of the
remuneration report on pages 15 and 16.

{c) Compensation options granted and vesied during the year

Details of options provided as remuneration to key management personnel are includad in section (d} of the remuneration
report on page 18.




(d) Shares issued on exercise of compensation options

There were no shares issued on exercise of compensation options during the year,

(e} Option holdings of key management personnel

Batance at  Granted Options  Net Change Balance at Vested at 30 June 2006
beginning of Exercised Other end of
period period
1 July 2005 30 June Totat Not Exercis-
2006 exercis- able
able
Directors 4,000,000 3,000,000 - - 7,000,000 7,000,000 - 7,000,000
Execulives - 1,000.000 - - 1.000,000 1,800,000 - 1,000,000
Total 4,000,000 4,000,000 - - 8,000,000 8,000,000 - 8,600,000

The options are all fully vested and the only requirement is to pay the exercise price before the expiry date when they
lapse. Full details of the options and their valuation are included in note 19.

{g) Loans fo key management personne)
There were no loans to key management personnel during the year,
(h} Other transactions and balances with key management personnel

Details of services provided by direclors and amounts owad/owing by directors are disclosed under the related parly note
26.

NOTE 26: RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than those
available to other parlies unlass otherwise stated.

Transactions with related parties: Consolidated Parent Entity
(i} Payments to Director Stephen Thomas 2006 2005 2006 2005

Qutside the consultancy arrangement with the Company which
is disclosed in the Directors remuneration note, Mr Stephen
Thomas also provides seismic survey equipment and services
to the Company. The amounts paid to Mr Thomas for the use
of this equipment and provision of these services were: 94,385 46,890 94,385 46,890

(i) Contractual Arrangements with Director Related Entities

a) Flameslar Share Purchase Option Agreement

The Flamestar Share Purchase Option Agreement refers to Application for SPA 3/03-4 (Collie) and Application for SPA
4/03-4 (Wilga) in which Flamestar Corporation Pty Lid (Flamastar} has a 50% interest, the other 50% interest baing held
by Red Mountain Energy Pty Ltd (RME). The Flamestar Share Purchase Option Agreement gives the Company the
option 1o purchase the only issued share in Flamestar. The share is currently held by director Alan Bums. This option
may be exercised within 3 years of the date of the Flamestar Share Purchase Oplion Agreament, but not until at least
one of the Applications mentioned abave has been granted and converted into a title as defined in section 68J of the Act.




The price payable for the share in Flamestar is the market value of that share as determined by an expert. The expert is
to be chosen by agreement of the parties or failing agreement within 14 days by the President of the Institute of
Chartered Accountants,

The parties to tha Flamestar Share Purchase Option Agreement are the Company as purchaser, Alan Robert Buns as
vendor and direclor of Flamestar, and Flamestar.

The Company can elect to pay the price for the share in Flamestar in cash or shares in the Company, determinad by
their volume weighted average share price traded on the ASX over the 20 trading days immediately preceding the date
of exercise of the option. The Flamestar Share Purchase Option Agreement provides for those shares to be subject 1o
escrow conditions if required under the Listing Rules.

The Flamestar Share Purchase Oplion Agreement contains wamanties by the vendor including warranties as to the
vendor's unencumbered title to the share in Flamestar and that it comprises the entire issued capital of Flamestar,

b) RME Farm In Agreement

The RME Farm-in Agreement is between Red Mountain Energy Pty Lid {RME), an entity controlled by director Stephen
Thomas and the Company. Under it the Company may earn a 100% interest in the following Titles when granted:

¢ Drilling Reservation Licence DR7
« Exploration Permit EP1/03-4 and Exptoration Permit 2/03-4
* Titles applied for when the Company has farmed into SPA's 1/03-4, 2/03-4 and 5/4-05

To earn these interests and a 50% interest in tha Titles applied for in respect of SPAs 3/03-4 and 4/03-4, the Company
must reimburse $150,000 to RME within 18 months of the grant of Drilling Reservation Licence DR7 and complela the
farm-in obligations.

There are farm-in obligalions for each Title. For Drilling Reservation Licence DR7 the Company must drill 3 wells and
complete the minimum expendilure commitments applicable to the licence which will include drilling two additional wells
and completing a seismic survey. For each Exploration Permit the Company must complete minimum expenditure
commilments of 35km of seismic survey and 1 well to 600 metres in the firsl year and 25km of seismic survey and 3
wells in the second year.

For SPA 1/03-4 the Company must conduct 30km of seismic survey. For SPA 2/03-4 the Company must meet the
specified minimum expenditure commitments, being to conduct 35km of seismic survey and for SPA 5/04-5 the
Company must meet the specified minimum expenditure commitments, being to conduct 30km of seismic survay.

Under the RME Farme-in Agreement the Company may also earn a 50% interest in the Titles applied for in respect of
SPAs 3/03-4 and 4/03-4 cumently the subject of the Exploration JVA (refer below). Within 6 months of the grant of the
relevant SPA the Company must meel specified minimurn expenditure commiiments being to conduct 20km of seismic
survey for SPA 3/03-4 and 15km of seismic survey for SPA 4/03-4.

At the time that RME transfers to the Company a 50% earned interest in the Titles appliad for in respect of SPAs 3/03-4
and 4/03-4, RME wilt assign to the Company its interest in the Exploration JVA (refer halow),

While it is performing its farm-in obligations the Company is appointed the operator to carry out all activities in respect of
those titles and accordingly, has Operator Rights.

c} RME! Royalty

Under the RMEI Royalty, the Company must pay Red Mountain Energy Inc. (RMEI) a 2.25% royalty in respect of the
royalty value (as defined in the Petroleum Act 1967) of petroleum recovered from each Royalty Title. Royatty Titles are
those transferred to the Company pursuant to the RME Farm-in Agreement.

The royalty will be payable at the same time as that payabla 1o the Minister under the Act. If no royalty is payable to the
Minister under the Act, then no royalty is payable under ths RME| Royalty. If the Company is able to negotiate a reduced
royally arrangement with the Minister in respect of a Royalty Title, then the amount of royalty payable by the Company
under the RMEI Royalty in respect of that Royalty Title will be reduced for the same period and in the same proportion.



d) Exploration JVA

The Exploration JVA is between RME and Flamestar and provides for the exploration pursuant to SPA's granted
pursuant to the applications for SPA 3/03-4 and 4/03-4. The participating interests of RME and Flamestar are 50% each,
with RME being the manager of the joint venture.

The Exploration JVA is binding on the parties, but upon request by a party is to be replaced by a more formal joint
operating agreemenl. The Exploration JVA is preliminary in nature and doas not coniain the detailed provisions
contained in a formal joint venture agreement to deal with malters like the manager's powers and defaull. The
Exploration JVA does make provision for programmes and budgets and a management committea. Decisions of the
management commitiee are by majority vote and accordingly unanimous approval will be required for programmes and
budgets.

{iti} Director-related Entities

Executive Chairman Mr Briggs is paid consulting fees via his conirolied entity Natural Resource Finance Pty Hid. Fees
paid to this company are disclosed in the directors remuneration nota.

Non Executive director Mr Burns controls Flamestar Corporation Pty Ltd {(Flamestar). As disclosed above Flamestar has
a 50% share n a fully contributing joint venture with the Company. Mr Burns also controls Lempika Pty Ltd and
Emphazise Pty Ltd which are part owners of the Offshore Oil Permits in which Westralian Petroleum Ltd has a 50%
interest. Westralian Petroleum has pald some minor costs where it has not recouped the portion owing by these two
entities.

2006 2005 2006 2005
$ $ $ $

Receivable from Flamestar Corporation Pty Ltd at year end - 12,663 - 12,663
Receivable from Lempika Pty Lid and Emphazise Pty Ltd 4,040 - 4,040 -
Receivable from Stephen Thomas 8,247 - 8,247 -

Amount owing to Natural Resource Finance Pty Ltd at year
end 26,691 30,660 26,601 30,660
Flamastar Corporation repaid the $12,663 owing at 30 June 2005 during the year.

Note 27: SHARE-BASED PAYMENTS

The company does not have an employee share option plan and has only granted optiohs to directors and the company
secrelary. The Options that were granted to the directors and the company secretary during the year were approved by
shareholders at the company’s AGM in November 2005. The options that were in existence prior to this year were part
of the capital structure of the company and were not granted as remuneration. All options are fully vested and were
granted for no consideration. Options do not carry any dividend or voling rights.

The following share-based payment arrangements existed at 30 June 2006:
Economic Entity
2006 2005

Number Weighted Number  Weighted
of Options  Averaga  of Options  Average

Exercise Exercise
Price Price
$ $
Cuisianding al the beginning of the year - - - -
Granted 4,000,000 0.30 - -
Exercised - - - -
Expired - - - -
Outstanding at year-end 4,000,000 0.30 - -
Exarcisable at year-end 4,000,000 0.30 - -

. - 55




Parent Entity
2006 2005

Number Weighted Number Weighted
of Options  Average  of Options  Average

Exercise Exercise
Price Price
§ $
Outstanding at the beginning of the year - - - -
Granted 4,000,000 0.30 - -
Forfeited - - - -
Exercised - - - -
Expired - - . -
Outstanding at year-end 4,000,000 0.30 - -
Exercisable at year-end 4,000,000 0.30 - -
2006 2005 2006 2005
$ ] $ $
Expenses arising from share based payment transactions
Options issued to directors and key management personnel 235,697 - 235,697

On 30 November 2005, 4,000.000 share options were granted to a director and the company secrelary o take up
ordinary shares al an exercise price of $0.30 each. The oplions are exercisable on or before 30 November 2008. The
options hold no voting or dividend rights and are not translerable.

NOTE 28: FINANCIAL INSTRUMENTS

The consolidated enlity is exposed to movements in market interest rates on short-term deposits. The policy is to monitor
the interest rate yield curve to ensure a balance is maintained between the liquidity of cash assets and the interest rate
return.

Fixed Interest Rate Maturing

Waighted . .

Average Floating Non-interest

Effective Inferest Rate Within Year 1105 Years Over 5 Years  Bearing Total
Interest Rata $000 $000 $000 $000 $000 $000

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2008 2005
Financial Assets:

Cash 5% 5% 87 123 746 253 - - - . . . B33 2658
Receivables - e 46 134 46 134
Tolat Financial 87 123 746 2535 - - . . 46 134 879 2792
Assets




Fixed Interest Rate Maturing

Weighted ) ‘

Average Floating Non-interest

Effectiva  INterest Rate Within Year 1105 Years Over5Years Bearing Total
Interest Rate $000 $000 3000 $000 $000 $000

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Financiat Liabilities:
Trade and sundry - - - - - - - - - - 40 57 40 57
credilors

Amounts payable - - - . - - - - - - 27 50 27 50
related Parties

Total Financiat - - - - - - - - 67 107 67 107
Liabilities

Credit Risk

The maximum exposure fo credit risk, excluding the value of any collaleral or other security, at balance date to
recognised financial assels, is the carrying amount, net of any provisions for doubtful debts of those assets, as disclosed
in the statement of financial position and niotes to the financial statements.

The Company does not have any material credil risk exposure 1o any single deblor or group of debtors under financial
instruments entered into by the Company.

Net Fair Values

All financial assets and liabilities have been recognisad at the balance date at amounts approximating their fair value.

Foreign Currency Risk

The parent company has loaned monies to its wholly owned USA subsidiary Sunset Energy LLC. The loan is repayable
in US$ and at 30 June 2006 this loan amounled to US$B0,226. There is no hadging in place for this foreign currency
receivable.

29. SUBSEQUENT EVENTS

No matter or circumstance has arisen since 30 June 2008, which has significantly affscted, or may significantly affect the
operations of the company, the result of those operalions, or the state of affairs of the company in subsequent financial
years othar than the acquisition of a 50% interest in two offshore oil permits as disclosed in note 21.

NOTE 30: COMPANY DETAILS

The registered office and principa!l place of business of the company is Suite 1, 46 Ord Street, West Perth, Westam
Australia.

- -57-



Directors’ Declaration

The directors of the company declare thal:

1. the financial statements, notes and the remuneration disclosures included in the directors report on pages 26 to
57 are in accordance with the Corporations Act 2001 and:
a. comply with Accounting Standards and the Corporations Regulations 2001; and
b. give a true and fair view of the financial position as at 30 June 2006 and of the performance for the
year ended on that date of the company;
2. the Chief Executive Officer and Chief Finance Officer have each declared that: i
a. the financial records of the company for the financial year have been properly maintained in
accordanice with section 286 of the Corporations Act 2001;
b. the financial statements and notes for the financial year comply with the Accounting Standards; and
C. the financial statements and notes for the financial year give a true and fair view.
3 in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay ils debts

as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Peter Briggs
Director

Dated this 29th day of September 2006



A Horwath

Horwath Audit (WA) Pty Ltd

ABN 79 112 284 787

Chartered Accountants

A member of Horwath International
128 Hay Street Subiaco WA 6008
PO Box 700 West Perth WA B872
Email horwath@perth.horwath.com.au

Independent audit report on the financial report Telephone (08) 9380 8400
to members of Westralian Gas and Power Ltd Facsimile (08) 9380 8499

We have audited the accompanying financial reporl of Westratian Gas and Power Limited
{the company) and the consclidated entity for the year ended 30 June 2006. The financial
report comprises the balance sheet at 30 June 2006, and the income statement, statement of
changes in equity, cash flow statement, summary of significant accounting policies and other
explanatory notes, and the directors’ declaration for the year then ended.

We have also audited the information about the remuneration of directors and executives
{“remuneration disclosures™, the company has disclosed in accordance with Accounting
Standard AASB 124 Related Party Disclosures, under the heading “remuneration report” on
pages 15 to 16 of the directors’ report, as permitted by the Corporations Regulations 2001.

Directors’ Responsibility for the Financial Report and the AASB 124 Remuneration
Disciosures Contained in the Directors’ Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations
Act 2001. This responsibility includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presentation of the financial repart that is free from
material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting eslimates that are reasonable in the
circumstances.

The directors of the company and consolidated entity are also responsible for the
remuneration disclosures contained in the directors’ report.

Auditor's Responsibility

QOur responsibility is to express an opinion on the financial report and the remuneration
disclosure based on our audit. We conducted our audit in accordance with Auditing
Standards in Australia. Those standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement. Our
responsibility is also to express an opinion on the remuneration disclosures contained in the
directors' report based on our audit.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report and the remuneration disclosures contained in the
directors’ report. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial report and the remuneration
disclosures contained in the directors’ report, whether due to fraud or error. In making those
risk assessments, the auditor considers internal confrof relevant to the entity's preparation
and fair presentation of the financial report and the remuneralion disclosures contained in the
directors report in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
contral. An audil also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaluating
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A Horwath

the overall presentation of the financial report and the remuneration disclosures centained in
the directors report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Independence

We are independent of the company and the group, and have met the independence
requirements of Australian professional ethical pronouncements and the Corporations Act
2001. We have given to the directors of the company a written Auditors' Independence
Declaration, a copy of which is included in the Directors’ Report. In addition to our audit of the
financial statements, we were engaged to underiake the services disclosed in the notes to
the financial statements. The provision of these services has not impaired cur independence.

Auditor’'s Opinion on the Financial Report

In our opinion;

The financial reports of Westralian Gas and Power Limited and the consolidated entity are
in accordance with the Corporations Act 2001, including:

(a) giving a true and fair visw of the company's and the group's financial position as at
30 June 2006 and of its performancea for the year ended on that date; and

{b) complying with Accounting Standards in Australia including the Australian
Accounting interpretations and the Corporations Regulations 2001.

Auditor's Opinion on the AASB 124 Remuneration Disclosures Contained in the
Directors’ Report

In our opinion the remuneration disclosures that are contained in pages 15 to 16 of the
directors’ report comply with Accounting Standard AASB 124,

Dated the 29" day of September 2006.

HORWATH ALDIT (WA) PTY LTD
Chartered Accountfants

Horuoame .
s € o

GLYN O'BRIEN
Director
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WESIKALIAN GAY & POWEK LIMIIED  westerm usualo 6005

Telephone: 08 9322 4955
ACN 109 213 470 Facsimile: 08 9322 6722

www.westraliangasandpower.com.au
emuil: wgp@westraliongasandpower.com.au

CESSATION OF DEWATERING PROGRAMME AT ADINA PROJECT

Date: 23 QOctober 2006
To: Compahies Announcement Office, ASX
By Electronic Lodgement Number of Pages: 1

Cessation of Dewatering at Adina Project

The Company has advised the Mines Department that it has ceased dewatering
activities at the three active wells at its Adina Project on Yelverton Drilling Reservation
7. The wells will be converted to water wells.

The Adina Project was the company's pilot drilling project for its coal seam methane
projects in the South West of Western Australia. The company continues to hold
interests or the right to farm-in to significant acreage in a number of Special
Prospecting Authorities and Exploration Permits in Western Australia and has
completed all its expenditure requirements untii a number of Native Title
Determinations are made.

The company still has a number of attractive prospects on its coal seam methane

acreage however the company's curren{ focus is the production of Qil at its wholly
owned oil leases in Kentucky USA and its newly acquired offshore oil and gas permits.

SO

Stephen Thomas
Managing Director



WESTRALIAN GAS AND POWER LIMITED

SUITE 1, 46 ORD STREEYT WEST PERTH WESTERN AUSTRALIA 6005
TELEPHONE 08 9322 6955 FACSIMILE 0B 9322 6722
ACN 109 213 470

COMPANY ANNCUNCEMENT
Date: 27 QOctober 2006
To: Companies Annauncement Office, ASX
By Electronic Lodgement Number of Pages: 8

SEPTEMBER 2006 QUARTERLY REPORT
and
SEPTEMBER 2006 QUARTERLY CASHFLOW

KENTUCKY USA:

Current Work Program

As previously announced the Company has secured a 100% working interest and an
87.5% revenue interest in two oil leases in Kentucky. These leases both have a history of
economic production since the early 1900's. The Stockton Lease is producing
approximately 9 barrels of oil per day with a re-entry program planned for Stockton 7 and
13. These two wells were producing 8 and 6 barrels of ail when abandoned.

The Carter lease wells have only just begun their test production program with initial
production of approximately 4 barrels per day from each well. Carler #1 has been
acidised and we are presently waiting for the flow to stabilize. Initial returns for this well
showed 7 to 8 barrels per day and the well is presently being prepared to be pumped 3
times per day. Carters 6 and 3 are presently producing a flow of 4 barrels per day. These
wells are also being assessed to see if they will sustain being pumped more than once
per day.

In summary the company currently has 3 wells producing a total of 17 barrels per day with
a further 3 wells expected to be in production in the immediate future with additional
production around 21 barrels a day to bring production up to 38 barrels per day.

Planned Development of Existing Wells

Once the above Current Work Plan is completed the Company plans to re-enter a further
2 wells on the Stockton Lease and a further 5 wells on the Carter Lease which have a
history of oil production.

Oil Revenue
The Company banked its first oil cheques in August and September and the Company
expects a steady and increasing flow of oil revenue into the future.

Seismic Survey

The seismic survey over the Stockton lease has now been completed and the results are
being processed in Denver. As previously advised there has been little or no modern
exploration techniques utilised in the entire oit producing area around Burkesville and the
Company expects to generate drilling targets which will only require total depths of



between 120 — 420 metres. These new wells could be drilled at a cost between $US5,000
- US$10,000 and the company has 3 spare pumps that could be installed on new wells at
little or no cost. The Company is excited by the potential of the whole oil producing area
and is well placed to drill and bring into production new wells at low cost where even
modest production would see a rapid payback.

Negotiations to Acquire New Leases

The Company is presently negotiating with a number of landowners to increase it lease
holding to the 3000 acre mark. This wili make the Company a very significant member of
the oil producing community in Kentucky

OFFSHORE GAS APPLICATIONS:

Westralian Gas and Powers Limited’s application for two offshore permits in the southern
portion of the Perth Basin the Company has been successful.

Since the grant of these areas the preliminary assessment work has been very
encouraging with a number of new structural models being developed. These models
point to the area having significant prospectivity for the trapping of liquid hydrocarbons.

Should economic amounts of oil be discovered the Kwinana industrial area is directly east
of the permit boundaries, which would reduce the time and costs of development of a
field.

COAL SEAM METHANE
Yelverton:

Dewatering of the Adina 1, 3 and 5 wells has now been abandoned. From the studies it
appears the coals are an aquifer for the waters flowing from the Naturalist Ridge. And as
such have flushed any significant hydrocarbons from the coals. The wells have now been
converted to water wells for the landowners.

Treeton SPA:

Company continues to wait for the outcome of the native title in respect to the grant of a
Drilling Reservation over this permit.

Vasse:
The Company is continuing to discuss the terms of a native title agreement with the
traditional owners. Presently we are reviewing their requests for compensation.

Margaret River and Augusta:

Since the grant of the two Exploration Permits the Company has commenced the

Rosa Brook Seismic Survey and is reviewing previous seismic from the Augusta area.
Gas shows have been reported by a number of water well drillers in this area and
supports the Company’s enthusiasm for the area



Collie / Wilga

The Company has applied to the Depariment to have the SPAs converted to Drilling
Reservations. As the areas are subject to native title claim which are in the negotiating
phase.

Eneabba:

The Company has applied to have the area converted to a Drilling Reservation and is
presently discussing a native title agreement with the traditional landowners.

Greenough:

The Company has applied to have the area converted to an Exploration Permit and is
presently discussing a native title agreement with the traditional landowners.

S

Stephen Thomas
Managing Director



Mining exploration entity quarterly report

Rule 5.3
L4
Appendix 5B
Mining exploration entity quarterly report
Introduced 796, Origin: Appendiz 8. Amended 15797, 177748, 307020065
Name of entity
Westralian Gas and Power Limited
ABN Quarter ended (“current quarter”™)
53 109213 470 30 September 2006
Consolidated statement of cash flows
Current quarter Year to daie
Cash flows related to operating activities $A’000 (3 months)
$A000
1.1 Receipts from product sales and related debtors 14 14
1.2 Payments for (a)exploration and (203} {203)
evaluation
(b) development (11 an
(¢} production (17) {7
(d) administration (221 {221)
1.3 Dividends received - -
1.4 Interest and other ilems of a shmilar nature 11 11
received
1.5 Interest and other costs of finance paid - -
1.6 Income taxes paid - -
1.7 Other - GST refundi{paid) - -
Net Operating Cash Flows (427 {427)
Cash flows related to investing activities
1.8 Payment for purchases oft  (a)prospects
(byequity
investments
(c) other fixed {4) (4)
assets
1.9 Proceeds from sale of: {a)prospects - -
(b)equity
investiments - -
{c)other {ixed
assets - -
Loans/repayments to other entities (21} n
Loans from other entities - .
Other (security deposits)) - -
Net investing cash flows (25) (25)
1.13 Tetal operating and investing cash flows (452} {452)

{carried forward)

+ See chapter 19 for defined terms.

304972000

Appendix 5B Page




Mining exploration entity quarterly report

1.13  Total operating and imvesting cash flows
(brought forward) (452) {452)
Cash flows related to linancing activities
1.14  Proceeds from issues of shares, options, etc. - -
1.15  Proceeds from sale of forfeited shares . -
116 Proceeds from berrowings - -
1.17  Repayment of borrowings - -
1.18  Dividends paid - -
1.19  Other (capital raising costs) - . -
Net financing cash Nows ) )
Net increase (decrease) in cash held (452) (452}
1.20  Cash at beginning of quarterfyear to date 834 834
1.21  Exchange rate adjustments to item 1,20 - -
82
1.22 Cash at end of quarter 382 3

Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities
Current gquarier
$A'000

1.23 Aggregate amownt of paymenis to the parties included in ifemn 1.2 87

1.24 Aggrepgate amount of loans to the parties included in item 1.10

1.25 Explanation necessary lor an understanding of the fransactions

Payments for consulting fees ($71,000), {ield seismic work ($16.000),

Non-cash financing and investing activities

2.1 Details ol financing and investing transactions which have had a material effect on consolidated
assets and liabilities but did not involve cash flows

Nil

2.2 Details of outlays made by other entities (o establish or increase their share in projects in which the
reporting entity has an inierest
Nil

Financing facilities available
Add notes as necessary for an understanding of the position.

Amount avatlable Amouni used
SAT0O0 SA000

kN Loan facilities Nil

3.2 Credit standby arrangements Nil

+ See chapter 19 for defined terms.
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Mining exploration entity quarterly report

Estimated cash outflows for next quarter

$A’000
4.1  Exploration and evaluation 100,000
42  Development -
Total 100,000

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as | Cwrrent quanter Previous quarter
shown in the consolidated statement of cash Nows) to | SA’000 5A000
the related items in the accounts is as follows.
5.1 Cash on hand and at bank 26 88
5.2 Deposits at call 356 746
5.3  Bank overdrait
5.4 Other (provide details)
Total: cash at end of quarter (ilem 1.22) 382 834
Changes in interests in mining tenements
Tenement Nature of interest Interest at Inierest at
reference {note (2)) beginning end of
of guarter quarter
6.1 loterests in mining
tenements relinquished, | No change
reduced or lapsed
6.2 Interests in mining
tenements acquired or No change

increased

4 See chapter 19 for defined terms.

30592001
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Mining exploration entity quarterly report

Issued and quoted securities at end of current quarter
Description includes rate of interest and any redemption or conversion rights fogether with prices and dates.

Total number

Nuntber gquoted

Issue price per
security {see note
3) {cents)

Amount paid up per
security (see note 3)

{cents)

7.1

1.2

Prefereace
*securities
fdescription)

Changes during
quarter

(a) [ncreases
throngh issues
(b} Decreases
through returns
of capital, buy-
backs,
redemptions

Converting
Incentive
Preference
Shares
13,700,000

Nil

N/A

N/A

1.3

7.4

*Ordinary
securities

Changes dwing
quarter

(2) Increases
through issues
(b} Decreases
through returns
of capital, buy-
backs

37,978,000

21,080,000

Fully Paid

Fully Paid

7.5

7.6

*Convertible
debt securities
(description)
Changes during
quarter

(a) I[ncreases
through issues
(b} Decreases
through
securilies
matured,
converted

7.7

1.8

7.9

7.10

Options
{description and
comersion

Jactor)

{ssued during
quarter
Exercised during
quarter

Expired during
quarter

16,000,000
4,000,000
4,000,000

16,000,000

Lxercise price

25 cents
30 cents
30 cents

Expiry date

17/9/09
17/9/09
30/11/08

7.11

Debentures
ftotals onfy)

+ See chapter 19 for defined terms,

Appendix 5B Page 4
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Mining exploration entity quarterly report

7.12 Unsecured
notes (fotals
only}

Compliance statement

1 This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Act or other standards acceptable
lw ASX.

2 This statemeni does give a true and fair view of the matters disclosed.

/LD Z_GM\
Sign here: e Date: 27 October 2006
{Director/Company secrelary)

Print name: Paul Fromson

Notes

1 The quarterly report provides a basis for informing the market how the entity’s

activities have been financed for the past quarter and the elfect on its cash position.
An entity wanting 1o disclose additional information is encouraged to do so, in a note
or notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the
entity 15 involved in a joint venture agreement and there are conditions precedent
which will change its percentage inierest in a mining tenement, it should disclose the
change of percentage interest and condilions precedent in the list required for items
6.1and 6.2,

3 Issued and quoted securities The issue price and amount paid up is not required in
items 7.1 and 7.3 for fully paid securities.

4 The definitions in, and provisions of, 44ASB 1022: Accounting for Extractive
Industries and AASB 1026: Statement of Cash Flows apply to this report.

5 Accounting Standards ASX will accept, for example, the use of International

Accounting Standards for foreign entities. 11 the standards used do not address a topic,
the Australian standard on that topic {if any) must be complied with.

+ Sec chapter 19 for defined ferms,

302001 Appendix 5B Page 5



WESTRALIAN GAS AND POWER LIMITED
ABN 53 109 213 470

NOTICE OF ANNUAL GENERAL MEETING

The Annual General Meeting of the Company will be held at The Celtic Club, 48 Ord Street,
Waest Perth, Western Australia, on Thursday, 30™ November 2006 at 4:00pm (WST).




WESTRALIAN GAS AND POWER LIMITED
ABN 53 109 213 470

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the annual general meeting of sharehalders of Westralian Gas and Power
Limited ("Company™) will be held at The Celtic Club, 48 Ord Street, West Perth, Western Australia on
Thursday, 30™ November 2006 at 4:00pm (WST) ("Meeting"™).

The Directors have determined pursuant to regulation 7.11.37 of the Carporations Regulations 2001 (Cth)
that the persons eligible ta vote at the Meeting are those who are registered as Shareholders on Tuesday,
28" November 2006 at 5:00pm (WST).

AGENDA

Financial Report

To receive and consider the financial report of the Company and its controlled entities for the
year ended 30 June 20086 together with a Directors’ report in relation to that financial year and the
auditor's report on the financial report.

1.  Resolution 1 -~ Remuneration Report
To consider, and if thought fit pass as an ordinary Resolution, the following:

"That the Remuneration Report contained in the Annual Report be adopted by
Shareholders on the ferms and conditions in the Explanatory Memorandum.”

2. Resolution 2 — Re-election of Mr Alan Burns as a Director

To consider, and if thought fit, pass as an ordinary Resolution with or without amendment the
following:

“That Mr Alan Burns, who ratires in accordance with the Constifution and, being
eligible, offers himself for re-election, be re-elected as a Director.”

Dated 24" October 2006
By Order of the Board

VA

Paul Fromson
Company Secretary



WESTRALIAN GAS AND POWER LIMITED
ABN 53 109 213 470

EXPLANATORY MEMORANDUM

Introduction

This Explanatory Memorandum has been prepared for the information of Sharehelders in
connection with the business to be conducted at the Meeting to be held at The Celtic Club, 48
Ord Street, West Perth, Wastern Australia cn Thursday, 30" November 2006 at 4:00pm (WST)

Resolution 1 — Directors' Remuneration

Pursuant to section 250R(2) of the Corporations Act, the Company is required to put the
Remuneration Report to the vote of Shareholders. The Annual Report for the year ended 30"
June 2006 contains a Remuneration Report which sets out the remuneration policy for the
Company and reports the remuneration arrangements in place for the executive director,
specified executives and non-executive directors of the Company.

The provisions of section 250R(3) of the Corparations Act provide that Resolution 1 need only be
an advisory vote of Shareholders.

Accordingly, Resolution 1 is advisory only and does not bind the Directors. Of itself, a failure of
Shareholders to pass Resolution 1 will not require the Directors to alter any of the arrangements
in the Remuneration Report; however, the Board will take the outcome of the vote into
consideration when considering the Company's remuneration policy.

The chairman of the Meeting will allow a reasonable opportunity for Shareholders as a whole to
ask aboul, or make comments on, the Remuneration Report.

Resolution 2 — Re-election of Mr Alan Burns

Article 5.1 of the Constitution provides that 1/3 of the directors {(excluding the Managing Director}
retire from office at the annual general meeling of the Company.

Mr Alan Burns was appointed as a Director on 18" September 2004 and although his
reappointment was confirmed by shareholders at the 2005 AGM, the constitution requires that at
least one of the two directors outside the managing director resign at each AGM. Accordingly Mr
Burns resigns and seeks re-election under Resolution 2.

A brief CV of Mr Burns is included in the Annual Report.

The Board believes that Mr Burns has performed the duties and responsibilifies of a director
diligently and professionally, in the best interests of all Shareholders.

The Board unanimously supports the re-election of Mr Alan Burns.



Action to be taken by Shareholders

Shareholders should read this Explanatory Memorandum carefully before deciding how to vote
on the Resolutions.

A Proxy Form is attached to the Notice. This is lo be used by Shareholders if they wish to
appaint a representative (a "proxy”) to vote in their place. All Shareholders are invited and
encouraged to attend the Mesting or, if they are unable to attend in person, sign and retumn the
Proxy Form to the Company in accordance with the instructions provided. Lodgement of a Proxy
Form will not preclude a Shareholder from attending and voting at the Meeting in person.



WEDSTRALIAN GAS AND POWER LIMITED
ABN 53 109 213 470

PROXY FORM
The Company Secretary ..
Woestralian Gas and Power Limited

By delivery: By post: By facsimife:
Suite 1 PO Box 198 (0B) 9322 6722
46 Ord Street WEST PERTH WA 6872

WEST PERTH WA 6005

IMfe

of

being a Shareholder/Shareholders of the Company and entitled 1o

vates in the Company, hereby appoint 2
or failing such appointmerit the chairman of the annual general mesting as myfour proxy to vole for me/us on my/our behalf al the
annual general mesting of the Company to be held at The Celtic Club, 48 Ord Street, Wes! Perth, Western Australia on Thursday,
30" November 2006 al 4:00pm (WST) and at any adjournment thereof in the manner indicated betow or, in the absence of
indication, as he thinks fit. If 2 proxies are appointed, the proportion or number of votes of this proxy is authorised to exercise is *
[ }% of the Shareholder's votes*/ [ | of the Shareholders voles. (An additional Proxy Form will be supplied by the
Company, on request). .

INSTRUCTIONS AS TC VOTING ON RESOLUTIONS

IMPORTANT:
If the Chair of the meeting is appointed as your proxy, or may be appointed by default and you do not

wish to direct your proxy how {0 vote as your proxy in respect of a resolution, please place a mark in this
box. By marking this box you acknowledge that tha Chair of the annual general Meeting may exercise

your proxy aven if he has an interest in the outcome of resolutions and that votes cast by the Chair for
those reselutions, other than as proxy holder, would be disregarded because of that intarest. tf you do not
mark this box, and you have not directed your proxy how to vole, ihe Chair of the annual general Meeting
will not cast your votes the resolution and your votes will not be counted in computing the required
majority if a poll is calied on the resolution.

The Chairman of the annual general Meeting intands to vote undirected proxies in favour of the
Resolutions.

The proxy is to vote for or against the Resolutions referred to in the Notice as follows:
For  Against Abstain

I I I e
Resolution 2 Re-slection of Mr Alan Bumns as a Director |:| |:| I:]

Resolution 1 Remuneration Report

Authorised signature/s This section must be signed in accordance with the instructions overleaf to enable your voting
instructions to be implemanted.

Individua! er Sharehalder 1 Shareholder 2 Shareholder 3

Sole Diractor and Sole Company Director Birector/Company Secretary

Secretary

Contact Name Contact Daytims Telephone Date

'Insert name and address of Shareholder ‘ Insert name and address of proxy *Omit if not applicable



Proxy Notes:

A Shareholder entitled to attend and vote at the annual general meeting may appoint a natural person as the Shareholder's proxy
to attend and vote for the Shareholder at that annual general meating. [f the Shareholder is entitled to cast 2 or more voles at the
annual general meeting the Shareholder may appoint not more than 2 proxies. Where the Shareholder appoints more than one
proxy the Shareholder may specify the proportion or number of votes each proxy is appointed 1o exercise. If such proportion or
number of voles is not specified each proxy may exercise half of the Shareholder's votes. A proxy may, but need not be, a
Shareholder of the Company.

If a Shareholder appoints a body corporate as the Shareholder's proxy to attend and vote for the Shareholder at that annual
general meeting, the representative of the body corporate to atend the annual general meeting must produce the Cerlificate of
Appointment of Representalive prior 1o admission. A form of tha certificate may be obtained from the Company's share registry.

You must sign this form as follows in the spaces provided: -

Joint Holding: where the holding is in more than one name all of the holders must sign.

Power of Attomey: if signed under a Power of Attomey, you must have already lodged it with the registry, or alternatively,
attach a certified photocopy of the Power of Attorney to this Proxy Form when you return it,

Cempanies: a Director can sign jointly with another Director or a Company Secretary. A sole Director who is also a
sole Company Secrelary can also sign. Please indicate the office held by signing in the appropriate
space.

If @ representative of the corporation is te atlend the annual general meeting the apprepriate "Certificale of Appointment of
Representative” should be produced prior to admission. A form of the certificate may be obtained from the Company's Share
Registry.

Proxy Forms {and the power of attorney or other authority, if any, under which the Proxy Form is sigried) or a copy or facsimile
which appears on its face to be an authentic copy of the Proxy Form (and the power of attorney or other authority} must be
deposited at or received by facsimile transmission at the Perth office of the Company (Suite 1, 46 Ord Streel, West Perth, WA,
8005 or by pos! to PO Box 198, West Perth, WA, 6872, or Facsimile {08) 9322 6722 if faxed from within Australia or +618 9322
67222 if faxed from oulside Australia) not less than 48 hours prior to the time of commencement of the Annual general meeting
{WST).
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CHAIRMAN’S REPORT

Wesntralinn Gas and Power’s second year of operations has seen uy evolve into a diversi-
fied energy explorer ind producer, with the acquisition of ol produciug leases in the

JSA i the granting of two exciting offshore petrolemn esploration pennits in Western
Australia,

After considering several opportunities the Board decided thal because the twa oil pro-
ducing feases in Kentucky were under-developed they represented an ideal entry poim
for our company and with Managing Direclor Stephen Thomas's eonsiderable experi-
ence in the Urited Siates, we dare confident of turning them inko o sluecess siory.

The wells on our leases were dilled many years ago without the benefit of modem ex-
ploration rechoiques. We have initimed a seismic survey across the teases, which witl
help identify our new diilling argets.

We have four current producing wells and 1 am very confident that after a work-over of
the other eight non-producing wells we will have o otal of 12 producing wells in the
coming months. Itis hoped this will genente production of approxiinately 65 barrels of
oil a day. The cash Aow generated by this expansion will enable us o drill additional wells and 0 acquire new leases in the areq.

A Kenucky Geological Survey report indicated that probably two-thinds of the State’s oil reserves may have been left in the ground
ag a result of previous production ineffieiencics. We certudaly agree with this assessiment. This gives us great confidence w phan for
increased production nn the future,

This year, our company bid by open tender und won rwo highly scughr atter offshore explortion pennits in the Perth Basin, These
two leases extend approximately 70 kilometres off the coast behind Rottnest Esland and 30 kilometres along the coast and present
substantial oppontenities for the connpany. The Kwinana industrial beh, which contains an off refinery, is s adjucent to the permits
und the major energy market of Pesth is nearby,

These areas show simifar gealogy to the North West Shell’ Gas in shallower water. Geoscienee Australia has reprocessed seismic dita
for the permit areas ind i has identificd a number of unmapped structures which provide excelleat explorution targers,

We swill be breaking new ground in March 2007 by employing Contrelled Source Electromagnetic (CSEM) survey techniques 10
eaplore the permil arcas. This techniyue has aor been used i Australia belore bul hus been used with greul sieceess overseas,

Simes acquining the leases, we have had discussions with a number of major petroleum companies with a view (o a potestial joint
venture,

Although coal seam methase exploration at the Adina prospect has been unsuceessiut to date, we completed our drilling program and
met expenditure targets. Onee we have obtained further wative titde approvals we will be able to complete our assessment of two other
atractive prospects Yor exploration or joint venture,

| bedieve our company is entering an exciting periad with the diversitication inta o3l production in Kentucky, and offshore oil imtd gas
exploration in Australia.

This great progress hus been uchieved thanks to the skilts of my fellow directors Stephen Thomas and Alan Burns, 1 thank them for
their efforts and 1 thank cur shareholders for supporting the diversification of the company. We have coltectively started the company
o a course 1o o bright future in the energy indusiry.

e’
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Yours faithiully,

Peter Briggs
Chainmaa




REVIEW OF OPERATIONS

ONSHORE OIL PRODUCTION ARD

ONGOING EXPLORATION IN USA
Burkesville Kentocky Sunset Encrgy 1LLC 100%

Westralian Gas und Power Lid through s wholly owned
subsidiary Sunsed Energy LLOC has acgquired 100% of two
praducing oil teases in Burkesville Kenteeky., USA.

These two oif projects are currently producing of with the
potential in the surrounding arca to develop large oil/gas projects
through bath deeper wellg aad the acyuision of further teases,

The decision ta invest in these Kentucky LSA il permins
wits based on the following factoes:

* The existing oit wells ropresent immediaie cashflow to the
COnpany,

* The acyuisition cost of the Carter and Stockton keases
was a modest SUS20.000 and USSA0.000 respectively plus a

royalty of 1259,

* The acquisition prices included anks. weltheads and
pumps ont wll the opernting webls and a aumber of spare
punyes that can he instabled on other wells a1 linle or no cost.

* The twer leases have maims power 1 the wellheads
and ne lurther infrasteucture costs are necessary (or existing
« wells,

« Ol eawmcted from the wells is cotlected on the compuny’s
tanks and collected once o week and teansported m litle cost
to o refinery 20 kilometies uway,

» The operating costs for the existing wells is minbmad with
only tocal supervisory staffl required w1 relstively low cost,

* The ot wells are Jow pressure wells and any additional
equipment ¢an be accessed quickly from local suppliers
without the need for the high cost fong lead times that occur
it the ofl industry,

» The company was able to establish un inunediate working
relutionship with the local owners ad was able to build on
these relationships by hiting Jocal cuntiactors in the rown.

The company is excited with the ability to build on these
projects through the acquisition of further oil feases andl
the drilling of further and deeper wells on the eaisting
oil leases. We believe the ares has the potential For much
larger oif prospecis based on historical discoveries hn the
region. Dritling 1o dute has been both shallow (uveraging
only 130 metres) and the existing wells were sited yeurs
ago withour the benefit of modern seismic and othes
wehnotogies,

The existing oil webls were drilled up o 40 years ago
and the average depth of rhese wells iv only 150 metres,
To duplicate these wells 1o a depth of 150 metres wonld
require a cost of only $7000 and the company has 8 spare

Stephen Thomas Managing Director

pumps and well heads available to justall on new wells,
The only significant additional costs would be running
eleciricity from the existing mains supply on site and
the additional tankage for increased oil production. The
wells have been operating at low pressures and this means
the compuny will be able 1o driil new and deeper welty
at a relatively fow cosl compared to the high-pressure
extremely deep weils of ather projects.

It ix projected that the caompany wourld oaly requive wells
upr oo a total depth of 300 metres to acecess the entire
section down 1o the Knox fonnation which has historicatly
proven of bearing and is the producing horizon al the
Stockton lease.

A seismic servey is presently being recorded on the two
feases and is eapected to be completed by December
2006. This seismic survey is the first modern exploration
teehnique applicd to this area and the company is
expecting a wealth of information to analyse exisring
wells and to prove up targets Tor new wells,

In addition to the scismic program the company is alsa
conducting work-overs of existing wells 1o expand on
existing produciion and these workovers huve included
high-pressure acid [raccing (o create migration
pathways and to remove the shudge preventing oil
production. This eguipment has been sourced locally wl
fow cast and the company is pleased with 1he suceess
to date.

The company is also monitoring very carefully the
tme aund duration of the pumps and iy calculating
the optimum operating profile of each well in order
to maximise production. Historically the wells have
simply been operated for a few hours per day.

The Carter and Stockton leases are near Buarkesville,

Cumberland County Kentucky — the location of the
first recorded “gusher”™ in the US oil indusiry.
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REVIEW OF OPERATIONS CONT.

The Burkesvitle area has prodeced ofl far 130 vewrs aad no
mgelern exploration or seisimic work had been undertaken on any
of the properties. Studies by the Kenucky Geologicwl Survey
indicited that two-thirds of the recoveruble off may huve been kefl
in the grogad because of ineflicient production and completion
techniques.

The ofd "American Oif Well™ which is cight kilometres from the
Stockion property wis the {irst recorded oif welf fn North America.
1n 1824, it produced a 15 metre tall gusher which ffowed for three
weeks and produced an estimated 50,000 barrels of ail. As there
wag no use for the oif al the time i simply Aowed wway oo the
focal creek.

The Company (Sunset Energy 1LLC j has o 100 per cent working
imterest and a 87.53% revenoe interest in these properties so
they represemnt an economictl opportunity o bring early cash
Now, Sumset is using the shallow seismic explontion methods
developed by the companies contrctars in the south west of
Western Austrabia to establish further ol reserves and expand
production in the lease weas,

The wells are producing ofl, which is similar to commercial
dieseline and has a ready market from the nearby refineries.

Siockton Lease,

The Stockton fease has one producing well, which s
presently on pump and produces 9 barrels pee day from the Knox
Formation at 1350 feet (420m).

The lease also hus two other abandoned wells, which have pro-
duced oil and will be the subject of a work-over with an associ-
atesl acid-frae o stunolue improved ol production, prasys will
then be installed to bring them back into production.

One of these wells waz producing 6 barrels per day and
he other 8 barrels per day when they were abundoned a3 sub
econumic.

Stockion Well No. i
Carter Lense.

The Carter tease contains 3 wells, which have been completed and
put on production.

Casters, 1,3, 6, 13 and 15 have all been completed and have well-
heads and purops in place. Carters 3, 6 and 13 cun be brought back
on streatn with the instabiation of new flow lines 1o the tanks and a
basic service. With no down-hole work it iy unticipated that these
weHs will give o combined daidy return of approsimately 15 bar-
rebs per day from around 350 Teet (100m).

Carters | s presenthy undergoing an acid —frac, which is aimed
at mackedly increasing production. these results have so far been
very encouniging.

Carter 15 will need a new pump and electrical work o bring them
back into produclion, no estimate of the wnount is avaitable a1 this
time however they have both recorded Nowing oil.

Caster #10 and H1 baving reconded of oil flows froms below 730 ft
however they were pot completed as producers and have no well
heads or pumps jacks. A re-entwry program will be plasned in the
future for these wells.

The Company 15 presentlv negotiwting with landowners w increase
its lease holdings in the area.




OFFSHORE OIL & GAS EXPLORATION IN

WESTERN AUSTRALIA
WA 381-P (formerly W05-21) and WA 382-P (formerly W03-
22)(Westralian Petrolenmy Limited 50%)

structurat amdéor stratigraphic traps with closure is aritical for the
discovery of petrofenm accumulations in this ared. Previously,
the complex structural geology of exploration targets combined
with limited seismic resolution resalted i failure 1o find
commercial petroteurn acowmmulations,

As part of Westralian Gas and Powers on going review of s
exploration for hydrocirbons in the southern portion of the
Perth Basin i applied for and has been gramed a 50% bnerest
in w0 offshore permnits west of Perth it the Viaming Sub-
bostn (Figure 1),

The Company has undertaken a geological apprrisal of the
existing data for the area and found the offshore areas o have
considerable merit when compared 10 similar prospects in
other parts of the workd,

Newly reprocessed seismic has shown the existenee of

previously wnmapped  structures, which has lead 1o a
reassessment of the prospectivity of these offshore areas.

The presence of an 0H acchmulation in the Gage Roads prospect,
annek O shows at Awwearia {, indicate that @ petrolewm system
is present it the Viwnirg Sub-basin.

Seismic data provide further evidence of a poteotial active
petroleten system, with an apparent gas chiminey imaged near
Wambro §.

Predicting valid reservoir/seal geometries and mapping valid

o

Figure b Locwtion dap of Areas WO03-21 and WOS-22, Perth Basin.

Previous technicul assessments, based somelimes on poor
quality seismic duta, were unable to accurately predict the
distibution, thickness amd quality of reservoirs and seaks
{Spring & Newell, 1993),

The development of u moden sequence strntigraphic frame-
work for 1he petroleum system efements in the Viaming
Sub-basin, and the use of modern, good quality scismic data
married o developinents in other exploration methods such
its CSEM 15 seen as the key 10 successful explosation in the
Yiaming Sub-basn,

Comrolled Sovrce Electro-magnetic Measuremenis (CSEM),
nonnally seen as a complement to seistic offers the promise
of fewer div webls in costly operational locations. improved
nunking of development progpecis, und more aecunle or -
duced appraisal drilfing. [t is even being suggested that com-
panics imay sometimes be able to go straight Troan 2D seismic
to CSEM withow the need for acostly 3D seismic survey.

This technotogy has been successfully used in Tocating large
hydrocarbon reserves in the offshore area of West Adriea wnd
it is unticipated that ies use in the Compuny’s arcas wiall result




in the delinestion of targets, which may conlain signiticant hy-
drocarhon reserves.

This possibitity is highly significant when its loction is taken
inte gecount,

Should ceonomnic amounts of oil or gas be discovered the Perth
market is direetly eust of the permit boundaries and would gou
long way in meeting the ongolng needs for power in the south-
west well inta this century.,

PROSPECTIVITY OF WA-381-P AND WA-382-F

Author: Dr. Mike F. Middleton (formerly: Senior Geoscientist
in the Geotogical Survey of Western Australia and Professor of
Petroleum Geology ar Cuntine Hiversity of Technology). The
opinions expressed in this unticle reflect solely the views of the
author, hased on supplied publicly avialable data

SUAMMARY

WA-3B -1 und WA-382-P, receattly acquired permits by Wes-
tradinn G and Power, are located immediately offshore Penth
and Kwinana in Western Australia. The peniniis e m shallow
to deep waters, ranging from approximately 30 m 10 1000 m,
off the Western Austrutiun coust. The wesiemn pan of the Perth
Basin {in the offshore region) is observed to have an oil-prone
Cretaceous sequence, as wefl as the gas-prone Jurussic se-
quence of sediments and gas-oib-prose Perminn sequence. A
warginatly comimercial Jiscovery gas been already made o
the Gage Rouds [ well several kilometers of the Westralmn
permits, Encouraging oil and gas shows have been detected
in previous drilling within the two pemiits, with the Araucania
P wedl intersecting 2 good reservoir section with oil bleeding
{from cores, and & probable hydrocarbon smuration of wp 10
25%; it is believed that this well intersected a teaking Taait
zone. Seven preliminary play-types have been identitied in the
two permits, The penmits also fie with 50 km of the Kwinana
perroteunt refinery south of Perth.

INTRODUCTION

WASRE-P and WA-IB2.P are located immediately offshore
Perth, Western Austrddia (Fig 1) Previous exploration history
has been quite exiensive i the arey, due (o the prosimity of
the city of Perth, and refinery fucilisivs. An extensive seis-
uie grid oxists over the permits with data acquisition ranging
from the 19705 to the 1990s. Very good seismic data guality
has been obtained in the pennif region since the 1980 vin-
Lage seisinic acynisiion campatens. Six exploration well have
been drilled in the two permit areas, and all of these have hud
oil indications with Araucariz 1 (see Fig 1} with an exeeltent
o3} show fuil bleeding from cores near the “bresk-up™ uneon-
farmity).

Approximately 10 km to the north of WA-391-P. the Gage
Roads 1 well encountered an oil discovery, which was conside
ered uncommercial in 1969, when the price of oif was about
USS12 per bbE (approx. present-duy dollars).

GEOLOGY

The Perth Basin is well known for its onshore gas deposis
aorth of Perth. Fess well knowa is an oil province in the off-
shore Perth Busin region. The earliest known discovery in
1969 was the {then-uncommercial) intersections in the Guge
Rouds 1 well, The 2001 discovery of the Chff Head field in
the northert ofTshore Perth Basin also highlights the oil po-
1ential of Perntan sediments in the offshare provinee. Petrole-
win source rocks exists theoughout the Crotaceous (o Pennian
sequence of sediments (some 3000 m).

The siructurd cross-seciien (Fig 2, acknowledgemem o

Geoscience Australi) shows the contrast of the sedimentary
sequence in the offshore southern Perth Basin verses that of
the voshore Perth Basin, The southern offshore Peeth basin
containg an appreciable thickaess of Cretaceous and Tertiory
age sedimenis. which are oil-prone, versus the better known
onshore gus-prone sedimestary sequeace,
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OFFSHORE OIL & GAS EXPLORATION CONT.

GEOCHEMISTRY

Geochemnical data from several studies of the offshore Penk Ba-
sin indicate that sowrce rocks from within the Cretaceons-uged
urmelin Group range fonn pre-inature o gus-maiure, with a
significant comeentrion of data in the oit-mature zone,  The
deeper Jurussic-uged Yarragadee Fonnation, which is gas-prone,
hus source-ruck maturity largely within the peak gay-gencration
zone. Organic geochemistry duta are supportive of o mnge of
source rocks throughowt the Perth Basin from kerogen type I
to type HT source rocks. The presence of oif further suppons the
occurrence of type [, and oif-prone 1y pe-1f], source rocks in Per-
mian and prestmably the Crelaceous sediments in the offshore
peirts of the basin.

HY DROCARBON OCCURRENCES

Hydrocarbon indications have been found 1o all six explo-
ration welly drifled within the rwo permits. Excellent dis-
covery eriteria have heen found in Armwcaria 1 (see Fig )
for location), which include oil bleeding from cores al the
break-up wnconformity level., The key horizons, where
hydrocarboss have beco detected in the permit areas, are
cenered on the break-up unconformity, which delincates the
geological level when open sea Nooded into the Perth Rasin,
as the Austiadian tectonic plate separated from the ladian
tectonic plate about 120 w 130 million years aga.

Oils recovered from Gage Roads | were 41 degree AP oils,
and good oif satbratioas were observed from wireline logs in
the prospective intervals. Anabyses of oil shows recovered
from Araucaria 1 indicated both tercestrial, possibly Permian
(CIff Hill Field assoctations). and marine (younger-shad-
tower Cretucenus sediment sooree) associations, The duat
source ab Arpucuria | i suggesting multiple sources from
focally deeply buried sedimemts, the burial of which is con-
firmed from scismic data (Fig 3}

POTENTIAL PLAY-TYPES

Pretiminury geofogicat and geophysical evaduxtion of the
permit indicates the eaistence of seven possible play-types.
These are proposed as:

* Fault ciosures;

+ Lag sands un hreuk-up unconfonniy near sireetural highs
Graditionzl play type),

« Gas accwmnulations {16 by “gas chimnev” featuresk:

* [ntra-fonmutional truncations (1D by “flat spuis™;

+ Gas-bearing sands truncated against faudis (1 by “bright
cvents),

» Structund-anconfornity play: Truncation of deeply
dipping sand bodies against break-up wrconfonnity;

« Siructural associations with submarine canvons;

+ Turbidite flows associated with palaco-continentat slope
(hydrocarbons sourced from deeper sediments).

Atypicad example of u structural-unconfurmity pluy is shown

in Figure 3. In this play, deeply buried Cretaceous (marine)

to Permian (terrestrial) source rocks are bured in titred fault

blocks to depihs of over 4000 m  (approximated to 3000

seconds TWT) The deeply buned source rocks are within

the peak "oil window” at these depths. Consequently, migra-

tion of gencrated priraleum can migrate almoest vertically

upwards ino unconformity (hreak-up unconformity -~ vel-

low horizon) bounded traps. which truncate the steeply dip-

ping inlercalated sundstane and shale beds below, The nisk

in this play is the absence of u shale frapping fayer averlying

the unconformily, The regional seal is expecied 1o be the

South Perth Shale eait, but in places this is known to grade

tateratly into the relatively thin good reservoir sand {Gage

Roads Sandstone: the Gage Roads T upper reservoir). The

refative distribution of Gage Roads Sandstone versus South

Perth Shule is poorly known in the permit wreas, and inap-

ping of the two units is currently ongoing. Further, as the

Gage Roads Sandstone is also o reservoir unit. it presence is

ttecessarily be detrimental for expluration.




OFFSHORE OIL & GAS EXPLORATION CONT.

CONCLUSIONS

[. A proven il and gas petroleum system bas been
identificd within WA-381.Pand 382-12

(%]

. Hydrocarbons have been produced to the surface in
the Gage Roads | discovery, which is {evs than 50 km
to the noerth of WA-381-F.

3. There existmualtiple play wypesihat have not been explored:

4. Source, seal and tap components in the two permit areas

S, The immediate proximity of the permits to the Kwinaia

some seven play types have been preliminarily identified for
further development.

have been ulliemed,

petrofewin refinery affords excellent ceonomic exploitation of
petroleam discoveries.

COAL SEAM METHANE PROJECTS INWESTERN AUSTRALIA

Wasirakan Gas & Powes Limiled
Southwest WA Project Locations

Sonth West Onshore CSM Project

The Company has three areas of interest, all contained within
the south west comer of Western Austializ, being Lecuwin-
Natwraliste, , Collic-Wilga and Encabba-Greenough comprising
of SPA's, Explormion Permits and a Drilling Reservation. The
Company’s strategy has been 1s to explore for gas conlained in
coal seams. which oceor at depths of wround 230-600 ietres,

Key aspects of the Leeuwin-Naturaliste Project

This project is divided into five key tile areas, namely the
Yelverton Drilling Reservation, the Trecton SPA, the Vasse SPA
and the Margaret River and Augusta Explortion Pennits,

Adina Pilet Drilling Campaign

The Company commenced its deilling program in the Yelvenon
Inilling Reservauon during May 2003. The focation is kaown as
the Adina Prospect and is located sowth of the small settlement of
Adina on the Bussell Highway, A short close spaced seismic sur
vey was undertaken to delermine the Tocation of the 3 wells 1o he
dritled w approximately 400 melres each, Three wells were com-
pleted and have heen in dewitering mode for over 6 months.

The dewatering s continued without significant gas

Westralian Gas & Power Limited
Adina Drilltng Locations

production wnd as xuch the boand has decided to plug and
abamdon the webls as non praducers,

Tregton SPA

The Company has requested the area be converted taa Diilling
Reservation o enabte the Company to test drilt the couls located
by the seismic survey, The area is sti] in native ritle negotiations
und as such we wre onable o undertake any funher explonstion
at this lime

Vasse SPA

The Company has will be apptied to have the ares convented to a
drifling reservation in the near future and is presently inon going
mative title negotiations and no exploration activity is planned at
this thine.

Margaret River and Augusta Exploration Permits:

Thest twor wreas have now been granted. A seisinic survey is
presently anderway in the Margaret River permit as part of its
first year commitment. Op completion the crew will move Lo the
Augusta permit. The duta studies of both areas bave indicaed




COALSEAM METHANE PROJECTS CONT.

signilicant coals oceur in the permits. Discassions with water

well drillers in the arca have revealed that ooy water webis
have shown gas during drilling wnd as such supports onr entha-
siasin for the area,

Collic / Wilga Basin

(Westrallan carning 50%: plus an option to acquire the
balance)

The results of the eaxplortion program were soppariive of

our erigingl model and as such the oplion to convert to drill-
ing reservations was exercised. The Company is presendy in
native title negottations with the taditianal owners and behieve
that the areas will be granted early in 2007,

Encabba/Greenough, North Perth Basin (Westralian
1605}

i) Eneahba — SPA

The Company has been grastted a SPA over approximutely 210
km2 of prospective groumd over the town of Eneabby in the
North Perth Basin. The area is located cast of the Woodada Gas
Field und iy believed to e over significant shallow coals of the

el todian L

-

Wastralian Gas & Power Limited
Eneabba - Gresnough Project Locations

Canamarra Coal Measures, documented by previous petroleun
exploration in the urea.

The resulisof Lhe seismic in 2005 have heen encotraging enough
for the Company 1o apply Tor & funber blocks 1o the south of the
SPA. These arcas ure now in native title negotiations and it s
hoped they will be graeted iu the coming months.

ii} Greenough - SPA

The Company has applied for the SPA v be converted to an
Exploration Permit. The permit is approximately 2,350 km2 in
size sitvuded cast of Geraldton in the Nonth Perth Basin. The
ared has been drilled by previous ofl ond gas explorers who
have recorded Permian coals al shallow depths within the area
of inferest.

The Company's seismic survey (in the vicinity of Lhe seitlement
of Bradu} in October - November 2003, was only a faiv sue-
cess however sufficient good record way obtained w butld on
our original model. Further woek in the southers portion of the
pennit is anticiputed to commence in antumn of 2007.




WESTRALIAN GAS AND POWER LIMITED

Petroleum Interosts

Red Mountain Energy Pty Ltd

142.7 km?

DR7 8M12/2005 12 months
Yalverton Drilling | {Westralian Gas and Power
Reservation eaming 100%)
containing the
Adina Prospect
SPA 1/03-4 Red Mountain Energy Pty Ltd 2 Graticular |  25/5/2004 Drilling
Treeton {Westralian Gas and Power Blocks Reservation
earning 100%) applied for.
SPA 2/03-4 Red Mountain Energy Pty Ltd 2 Graticular Drifling
Vasse (Westralian Gas and Power Blocks Reservation
earning 100%) applied for
SPA 3/03-4 Red Mountain Energy Pty Ltd 6 Graticular Drilling
Collie and Blocks Reservation
Flamestar Corporation Pty Ltd applied for
{(Westralian Gas and Power
earmning 100% in the interest
held by Red Mountain Energy
Pty Ltd and has an option to
acquire the Flamestar
Caorporation Pty Lid interest)
SPA 4/03-4 Red Mountain Energy Pty Ltd 4 Giraticular Drilling
Wilga and 3locks Reservation
Flamestar Corporation Pty Lid applied for
{(Westralian Gas and Power
eaming 100% in the interest
held by Red Mountain Energy
Pty Ltd and has an option to
acquire the Flamestar
Comporation Pty Lid interest)
SPA2/04-5 Westralian Gas and Power Pty | 3 Graticular Drilling
Eneabba Limited Blocks Reservation
applied for.
Eneabba South 6 blocks Awaiting
EP Grant
SPA 2/05-6 Westralian Gas and Power Pty 33 Exploration
Greenough Limited Graticular Permit
Blocks applied for




Red Mountain Energy Pty Ltd 6 years
Margaret River | (Westralian Gas and Power 16™ March
earning 100%) 2006
EP 446 Red Mountain Energy Pty Lid 462.5 km” Granted 6 years
Augusta (Westralian Gas and Power 16" March
earning 100%) 20086
WA - 381-P Westralian Petroteum Limited 33 blocks Granted 6 years
Fremantle 50% 9th August
2006
WA-382-P Westralian Petroleum Limited 37 Blocks Granted 6 years
Mandurah 50% 9th August
20086
KENTUCKY LEASES

1

500 acreé -

March 2006

Yearly While

+- in production

Stockton lease Sunset Energy LLC 120 acres | March 2006 | vearly while
+/-

in production




DIRECTORS’ REPORT ér/«

Your directors present their report on the group for the financial year ended 30 June 2006.

Diractors
The names of directors in office at any time during or since the end of the year are:

s Peter Briggs
s Stephen Leslie Thomas

e Alan Robert Burns

Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.

Company Secretary

Paul Fromson (Bachelor of Commerce) was appointed Company Secretary on 24 May 2004 when the
Company was incorporated. Mr Fromson has acted in company secretary roles for public companies for over
ten years.

Principal Activities

The principal activity of the Company during the financial year was exploration for coal seam methane gas in
the south west of Western Australia. The company also commenced exploration for oil and gas in Kentucky
USA and was granted a half share in two offshore cil and gas permits off the south west coast of Wastern
Ausiralia.

Operating Results
The loss of the Group after providing for income tax of Nil (2005 — Nil) was $1,801,108 (in the prior year loss
of $1,233,989).

Dividends Paid or Recommended
No dividends were paid or declared for payment.

Revlew of Operations
Refer to the review of operations on pages 2 to 10.

Signiticant Changes In State of Affairs
The following significant changes in the state of affairs of the Company ccecurted during the financial year:

« The company incorporated a subsidiary Westralian Petroleum Ltd on 2 February 2006.

s+ n 13 March 2006 the company incorporated an offshore subsidiary Sunset Energy LLC based in
Delaware USA to conduct its Kentucky USA based oil production and exploration activities.

Adoption of Australian Equivalents to IFRS

As a result of the introduction of Austratian equivalents to International Financial Reporting Standards
(IFRS), the company’s financial report has been prepared in accordance with those Standards. A
reconciliation of adjustments arising on the transition to IFRS is included in Note 2 to this report.

Financial Paosition

The net assets of the group have decreased by $1,565,411 from $2,697,678 at 30 June 2005 to $1,132,267
at 30 June 2006 as a result of the operating loss of the group less an increase in an option issue reserve of
$235,697. There were no issues of securities during the year other than an issue of 4,000,000 unlisted
opiions to entities associated with a director and the company secretary.
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r\,\g After Balance Date Events

No matters or circumstances have arisen since the end of the financial year which significantly affected or
may affect the Company in future financial years other than the grant of the a 50% interest in two offshore oil
permits WA 381-P and WA 382-P.

Future Developments, Prospects and Business Strategies

The Company will continue to explore and drill for coal seam methane gas on its prospects in Western
Australia with the aim of developing sufficient gas flows and reserves 1o enable it to become a niche provider
of gas and or energy. The company will also continue exploration on its oil permits in Kentucky USA and will
also seek to boost production from its existing wells. The company is also actively seeking joint venture
partners to farm in to its Wastern Australian offshore oil and gas permits.

Environmental Issues
The Company maintains an active policing of environmental issues at all of its exploration locations.

CALM and EPA have assessed the Company's seismic operations methods and both government bodies
have accepted the field management and environmental management plans. Further the field crew is
required to strictly adhers to the operations manual of which the environmental guidelines make up a section.

The drilling being undertaken by the Company at its Adina Prospect has recently been audited by the
Department of Industry and Resources and the Company has met the conditions of the inspection. The
Company maintains a proactive stance in its approach to maintaining all of its drill sites in both safety and
environmental issues.

Information on Directors

Peter Briggs Executive Chairman

Qualifications Mr Briggs qualified as a registered builder after completing his building
diploma in 1967.

Experience Mr Briggs commenced his involvement with public companies in 1873 and

since then has been involved in 30 listed companies with interests including
oil and gas production in the USA, and exploration and oil and gas drilling in
the Middle East and Australia.

Appointed Executive Chairman upon incorporation of the company on

24 May 2004.

Interest in Shares and 8,525,000 Ordinary Shares, 6,850,000 Converting Incentive Preference

Options Sharas and 4,000,000 unlisted options in Westralian Gas and Powar Ltd.

Special Responsibilities Chairman

Directorships held in other Nil

listed entities

Stephen Leslie Thomas Managing Director

Qualifications Bachelor of Science {Hons) in Geology and Geophysics from the University
of Cardiff in 1978.

Experience Mr Thomas has held a number of managerial positions both technical and
corporate within the field of oil and gas exploration since 1978. Mr Thomas
moved into the coal seam methane industry in 1997 when becams
managing director of Growth Resources NL.

Appointed Managing Director at incorporation on 24 May 2004.

Interest in Shares and 8,060,000 Ordinary Shares and 6,850,000 Converting incentive Preference

Options Shares.

Special Responsibilities Managing Director

Directorships held in other None

listed entities
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Alan Robert Burns Non Executive Director '

Qualifications and Mr Bumns is the former Chairman and was the Founder of two companies

Experience listed on the Australian Stock Exchange, Hardman Resources Ltd and
Carnegie Corporation Ltd. Hardman Resources is also listed on AIM in the
UK and cusrently has a market capitalisation of approximately A$1.5billion.

Board member since 18 September 2004,

Interest in  Shares and 748,000 Ordinary Shares and 3,000,000 unfisted options in Westralian Gas
Options and Power Limited.

Special Responsibilities Independent director

Directorships held in other Non executive director of Carnegie Corporation Ltd.

listad entities

Remuneration Report

This report details the nature and amount of remuneration for each director of the Company and for the
executives receiving the highest remuneration.

The remuneration for each director and each of the executive officers of the Company receiving the highest

remuneration during the year was as follows:
Short Term Post Share Based
Employment Payment
Salary, Fees & MNon-cash Cash Bonus  Superannuation Qptions Totat
Commissions Benefits Contribution
$ $ $ $ 3 §
Directors
Peter Briggs 104,000 - - - - 104,000
Stephen Thomas 180,000 . - - - 180,000
Alan Burns 30,000 - - 2700 176,773 209,473
314,000 - - 2,700 176,773 493,473

Other Key Management Personnel
Paul Fromson 48,000 . - - 58,924 106,924

48,000 - - - 58,924 106,924

Option Issue Reserve

At the Company’s AGM held on 30 November 2005, shareholders approved the issue of 4,000,000 unlisted
options, to nominees of a director and the company secretary, with an exercise price of 30 cents and an
expiry date of 30 November 2008. Under the new accounting standard AASB Share based Payments, the
Cornpany has recognised the fair value of the 4,000,000 Incentive Options. An expense of $235,697 has
been recognised in the income statement with a corresponding adjustment to equity being an Option Issue
Resarve.

The options have been valued using the Black & Scholes and Binomial methodologies with the following
assumptions:

i. The risk free rate {5.34%) is the Commonwealth Government securities rate with a maturity date
approximating that of the expiration period of the incentive options as at 20 October 2005;

ii. The underlying security spot price ($0.15) used for the purposes of this valuation is based on the

price of the Shares as at 20 October 2005;




r-vg iii. For the purposes of the valuation, no future dividend payments have been forecast; and

iv. For the purposes of the valuation it is assumed that the Incentive Options will nat be exercised any
earlier than the expiry date of 30 November 2008.

v. For the purposes of the valuation a volatility factor of 80% was assumed.

The valuation was conduction by an independent accourting firm.
Remuneration Policy

The remuneration policy of Westralian Gas and Power Ltd has been designed to align director and executive
objectives with shareholder and business objectives by providing a fixed remuneration component and
offering specific long-term incentives based on shareholder wealth. The board of Westralian Gas and Power
Lid believes the remuneration policy to be appropriate and effective in its ability to attract and retain the best
directors and executives to run the economic entity.

The executive chairman (Peter Briggs) and the managing director (Stephen Thomas) are employed via
consultancy agreements. The contracts both commenced on 1 January 2005 and are for a term of 2 years
which ends on 1 January 2007. The non executive director (Alan Burns} does not have an employment
agreement and is paid directors fees only (and superannuation thereon). The company secretary is paid a
retainer of $4,000 per month.

The consultancy agreement for the executive chairman and managing director may be terminated by the
company or the consultant by 3 months written notice. Termination payments are generally not payable on
resignation or dismissal for serious misconduct. In the instance of serious misconduct the company can
terminate employment at any time. Any renewal options not exercised before or an the date of termination
will lapse.

Performance Based Remuneration

Remuneration of the directors is linked to the performance of the Company by virtue of the options and
Converting Incentive Preference Shares held by the directors. Two cf the directors hold converting incentive
preference shares which may be converted to ordinary shares based upon specified achievements, however
these were not granted as part of their remuneration package. Full details of these shares are disclosed in
the notes to the accounts. The non-executive director Alan Burns was issued 3,000,000 unlisted options at
an exercise price of 30 cents. The exercise price is well above the market price of shares and the options are
considered performance based remuneration as they have value if the board is successful in improving the
share price of the company through its performance,

Meetings of Directors
During the financial year, three formal meetings of directors were held. Attendances by each director during
the year were as follows:

DIRECTORS'
MEETINGS
Number efigibie to attend Number Attended
Peter Briggs 2 2
Stephen Thomas 2 2
Alan Burns 2 2

The directors also held regular management meetings. The board has not appointed any formal audit,
remuneration or other commitlees because of the size and nature of the board.

Indemnifying Officers
The company does not have Directors and Officers insurance or any agreements in place to indemnify or
pay insurance premiums.




Proceedings on Behalf of Company

No person has applied for leave of Court to bring proceetdings on behalf of the company or intervene in any
prcceedings to which the company is a party for the purpose of taking responsibility on behalf of the
cornpany for all or any part of those proceedings.

The company was not a party to any such proceedings during the year.
Options
At the date of this report, the unissued ordinary shares of Westralian Gas and Power Ltd under option are as

follows:

Directors Options

Grant Date Date of Expiry Exercise Price Number under Option
17/09/2004 17/09/2009 $0.30 sach 4,000,000
3071172005 30/11/2008 $0.30 each 3,000,000

Staff Options
Grant Date Date of Expiry Exercise Price Number under Option
30/11/2005 30/11/2008 $0.30 each 1,000,000

Op:zions Listed on Australian Stock Exchange
Grant Date Date of Expiry Exercise Price Number under Option

[First quoted 21/03/05 17/09/2009 $0.25 each 16,000,000

Non-audit Services

The Company’s auditors also act as tax agent for the group. The board of directors is satisfied that the
provision of non-audit services by Morwath (WA) Pty Ltd is compatible with the general standard of
independence for auditors imposed by the Comporations Act 2001. Taxation services have been provided
during the year at normal commercial rates. The full board of Westralian Gas and Power Lid is satisfied that
the provision of non-audit services did not compromise the auditor independence requirements of the
Corporations Act 2001 because none of the services provided undermine the general principles of auditor
independence. No payments were made for non-audit services during the year and no amounts were owing
for no-audit services at year end.

Auditor's Independence Declaration
The auditor's independence declaration for the year ended 30 June 2006 has been received and can be
found on page 16.

Signed in accordance with a resolution of the Board of Directors.

Petar Briggs

Dated this 29th day of September 2006.

L
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AUDITOR'S INDEPENDENGE DECLARATION

This declaration is madea o1 connechion With iy sudit of the finehdel feport of Westéalian Gas
and Powar Lid for the year ended 30 Jiné 2006 and i scolidaics with the pravisions o the
Corporttions Ad 2001,
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Chartared AcDouniants in Augiralia In relation to this sudit.

Yourssinoerely
HORWATH AUDIT (WA) PTY LINITED

GLYNO'BRIEN
Director




CORPORATE GOVERNANCE STATEMENT

Recent external events have changed the way in which corporate governance responsibilittes are viewed
and in March 2003 the ASX Corporate Governance Council released its ‘Principles of Good Corporate
Governance and Best Practice Recommendations’. The principles of corporate governance have been
developed, supparted by best practice and implementation recommendations. The Council has recognised
that these principles and recommeandations do not contain a “cne size fits all” solution and that it will be
necessary for companies to adopt a “fit for purpose” solution in the adoption of these practices.

The ASX Listing Rules require listed entities to disclose the extent to which they have followed the best
practice recommendations set by the ASX Corporate Governance Caouncil during the reporting pericd. This
corporate governance statement summarises the corporate governance practices that have been formally
reviewed and adoptad by the Board with a view to ensuring continued investor confidence in the operations
of the Company. A table has been included at the end of lhis statement detailing the Company’s compliance
with the best practice recommendations.

BCARD OF DIRECTORS
Role of tha Board (1.1)

In general, the Board is responsible for, and has the authority to determine all matters relating to the policies,
practices, management and operations of the Company. It is required to do all things that may be necassary
to be done in order to carry out the objectives of the Company.

Without intending to limit this general role of the Board, the principal functions and responsibilities of the
Board include the following:

To set the strategic direction for the Company and monitor progress of those strategies;

Establish policies appropriate far the Company;

Monitor the performance of the Company, the Board and management;

Approve the business plan and work programmes and budgets;

Authorise and monitor investment and strategic commitments;

Review and ratify systems for health, safety and environmental management; risk and internal
control; codes of conduct and regulatory compliance;

Report to shareholders, including but not limited to, the Financial Statements of the Company and
. Take responsibility for corporate governance.

Composition of the Board

To add value to the Company the Board has been formed so that it has effective composition, size and
commitment to adequately discharge it's responsibilities and duties given the Company’s current size and
scale of operations.

The names of Directors of the Company in office at the date of this stajement are set out in the Directors’
Report. information regarding Directors’ experience and responsibilities will be included in the Directors’
Report section of the Annual Report. (2.5)

The number of Directors is specified in the Constitution of the Company as a minimum of three up to a
maximum of nine.

The preferred skills and experience for a Director of the Company include:

Exploration and Development;
Production operations;
Business Development; and
Public Company administration.

* & & »
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Fv\g Chairman of the Board

The Chairman of the Board is an Executive Director and the Chairman was elected by the Directors. The
Board considers that the Chairman, Mr Peter Briggs is not indepandent (2.2/2.3)

Independent Directors (2.1)
The Board considers that a Director is independent if that Director complies with the following criteria;

» Apart from Director’s fees and shareholding, independent Directors should not have any business dealing
which could materially affect their independent judgement;

Must not have been in an Executive capacity in the Company in the last 3 years;

Must not have been in an advisory capacity to the Company in the last 3 years;

Must not be a significant customer or supplier for the Company;

Must not owe allegiance to a particular group of shareholders which gives rise to a potential conflict of
interest;

Must not hold conflicting cross Directorships; and

Must not be a substantial shareholder of a nominee of a substantial shareholder (as defined under
sachion 9 of the Corporations Act)

* ® 9
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Using the ASX Best Practice Recommendations on the assessment of the independence of Directors, the
Board considers that of a total of three Directors, only ons is considered to be independent (Mr Alan Burns).
Mr Briggs and Mr Thomas are both executive directors and hold significant shareholdings in the Company.
Retirement and Rotatlon of Direclors

Retirameant and rotation of Directors are governed by the Corporations Act 2001 and the Constitution of the
Company. Each year one third of Directors (excluding the Managing Director) must retire and offer
themselves for re-election. Any casual vacancy filled will be subject to shareholder vote at the next Annual
General Meeting of the Company.

Independent Professtonal Advice (2.5)

Each Director has the right to seek independent professional advice at the Company's expense after
consultation with the Chairman. Once received the advice is o be made immediately available to all Board
members.

Access to Employees

Directors have the right of access to any employee. Any employee shall report any breach of corporate
governance principles or Company policies to the Executive Director and/or Company Secretary/Financial
Controller who shall remedy the breach. If the breach is not rectified to the satisfaction of the employes, they
shall have the right to report any breach to an independent director without further reference to senior
managers of the Company.

Directors and Officers Liability Insurance

Directors and officers insurance for Directors will be arranged by the Company at the Company’s expense
with a 1% contribution from each Director.

Share Ownership
Directors are encouraged to own Company shares,
Board Meelings

The following points identify the frequency of Board Meetings and the extent of reporting from management
at the meetings:

» There is no minimum of number of meetings to be held per year;




« Other meetings will be held as required, meetings can be held by telephone link; and

« Information provided to the Board includes all material information on; operations, budgets, cash flows,
funding requirements, shareholder movements, broker activity in the Company's securities, assets and
liabilities, disposals, financial accounts, external audits, internal controls, risk assessments, new venture
proposals, and health, safety and environmental reports.

The number of Directors’ meetings and the number of meetings attended by each of the Directors of the
Company during the financial year are set out in the Directors’ Report.

Board Performance Review (8.1}

It is not the policy of the Board to conduct an evaluation of its perfoarmance. The Board consists of two
executive directors and one independent non executive director. The two executive directors are employed
via consultancy agreements which are subject to normal commercial conditions for review and termination.

Other Areas for Board Review

+ Reporting to shareholders and the market to ensure trade in the Company's securities takes place in an
efficient, competitive and informed market; and
+ Insurance, both corporate and joint venture related insurances.

Board Committees
Audit Commiltee {4.2)

The Company does not have an audit committee. The Board is of the cpinion that due to the nature and size
of the Company, the functions performed by an audit committee can be adequately handled by the full
Board.

A Director and the Company Secretary/Financial Controller declare to the Board ihat the Company’s financial
statements for the year ended 30™ June 2006 present a true and fair view, in all material respects, of the
Company’s financial condition and operational results and are in accordance with relevant accounting
standards. The representation is made by a Director and Company Secretary/Financial Controller prior to the
Director's approval of the release of the annual and six monthly accounts.(4.1)

Nomination Committee (2.4)

The Board of Directors of the Company dces not have a nomination commitiee. The Board is of the opinion
that due to the nature and size of the Company, the functions performed by a nomination committee can be
adequately handied by the full Board.

Remuneration Committee (8.1)(9.2)(9.5)

The Company does not have a remuneration committee. The Board is of the opinion that due to the nature
and size of the Company, the functions performed by a remuneration committee can be adequately handled
by the full Board.

The Company's policy for determining the nature and amount of emoluments of Board members is as
follows:

« Remuneration of Executive and Non-Executive Directors is reviewed annually by the Board.
» Remuneration packages are set at levels intended to atiract and retain Directors and Executives capable
of managing the Company’s operations and adding value to the Company.

Fer details of remuneration paid to Directors and officers for the financial year please refer to the Directors
Report and Note 7 to the Financial Statements.
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FV\E Risk Management (7.1)

The risks involved in a gas exploration, development and production company and the specific uncertainties
for the Company continue to be regularly monitored. All proposals reviewed by the Board include a
consideration of the issues and the risks of the proposal.

The potential exposures associated with running the Company have been managed by the Beoard and the
Company Secretary/Financial Controller who have significant broad-ranging industry experience, work
together as a team and regularly share information on current activities.

Additionally, it is the responsibility of the Board to assess the adequacy of the Company’s intema! control
systems and that its financial affairs comply with applicable laws and regulations and professional practices.
A Director and the Company Secretary/Financial Controller declaration to the Board that the financial
reporiing, risk management and associated compliance controls have been assessed and found to be
operating efficiently and effectively. The representation is made by a Director and Company
Secretary/Financial Controller prior to the Director’s approval of the release of the annual and six manthly
accounts. This representation is made after enquiry of, and representation by, appropriate levels of
management (4.1) (7.2).

PROMOTION OF ET_H!CAL AND RESPONSIBLE DECISION-MAKING

Code of Conduct (10.1)

The goal of establishing the Company as a niche provider of gas and/or electricity is underpinned by its core
values of honesty, integrity, common sense and respect for people. The Company desires to remain a good
corporate citizen and appropriately balance, protect and preserve all stakeholders interests.

The Board has not adopted a formal Code of Conduct for Directors and employees of the Company. The
Company has two executive directors, one non executive director and one employee.(3.1).

Trading in Company Securities by Directors, officers and employees

Trading of shares is covered by, amongst other things the Corporations Act and the ASX Listing Rules. The
Board is satisfied that all its directors, officers and employees are aware of the rules which prohibit trading in
the Company's securities whilst the Directors, officer or employee is in the possession of price sensitive

information.

For details of shares held by Directors and officers please refer to the Directors” Report and Note 7 to the
Financial Statements (3.2).

SHAREHOLDER COMMUNICATION

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are informed of all
information necessary to assess the performance of the Directors and the Company. Information is
communicated to shareholders and the market through:

s the Annual Report which is distributed to all sharehclders;

« other periodic reports which are lodged with ASX and available for sharehaolder scrutiny;

+ other announcements made in accordance with ASX Listing Rules;

» special purpose information memoranda issued to shareholders as appropriate; and

« the Annual General Meeting and other meetings called to obtain approvat for board action as appropriate.




ASX BEST PRACTICE RECOMMENDATIONS

The table below identifies the ASX Best Practice Recommendations and whether or not the Company has

complied with the recommendations during the reporting period:

L

Complied | Note
1.1 | Formalise and disclose the functions reserved to the Board and those delegated X
to management.
2.1 | A maiority of the Board should be independent Directors. X
2.2 | The Chairparson should be an independent Director. X
2.3 | The roles of the Chairperson and Chief Executive Officer should not be exercised X 1
by the same individual.
2.4 | The Board should establish a Nomination Committee. X 2
2.5 | Provide the information indicated in Guide to Reporting on Principle 2. X
3.1 Establish a code of conduct to guide the Directors, the Chiet Executive Offer ( or X
equivalent), the Chief Financial Ofticer (or equivalent) and any other key
Executives as to:
3.1.1 the practices necessary to maintain confidence in the Company’s integrity.
3.2.1 the responsibility of an accountability of individuals for reporting and
investigating of unethicat practices.
3.2 | Disclose the policy concerning trading in Company securities by Directors, officers X
and employees
3.3 | Provide information indicated in the Guide to reporting on Pringiple 3. X
41 Require the Chief Executive Officer {or equivalent) and the Chief Financial Officer X
{or equivalent) o state in writing to the Board that Company's financial reporis
present a true and affair view, in all material respects, of the Company’s financial
condition and operational resulis and are in accordance with relevant accounting
standards,
4.2 | The Board should establish an Audit Committes. X 3
4.3 | Structure the Audit Committee so that it consists of: X 3
— Only Non-Executive Directors;
— A majority of independent Directors;
- An independent Chairperson, who is not Chairperson of the Board,
and
— At least three other membaears,
4.4 | The Audit Committee should have a formal charter. X 3
4.5 | Provide the information indicated in Guide to reporting on Principle 4. X
5.1 | Establish written policies and procedures designed to ensure compliance with ASX X
Listing Rule disclosure requirements and to ensure accountability at a senior
management level for the compliance.




5.2 | Provide the information indicated in Guide to reporting Principle 5. X
6.1 | Design and disclose a communication sirategy to promote effective X
communication with shareholders and encourage effective participation at general

meetings.

6.2 | Request the external auditor to attend the Annual General Mesting and be Yes
available to answer shareholder questions about the conduct of the audit and the
preparation and content of the Auditors Report.

7.1 | The Board or appropriate Board Committee should establish pelicies on risk X
oversight and management.

7.2 | The Chief Execulive Officer {or equivalent) and the Chief Financial Officer {or X
equivalent) should state to the Board in writing that:

7.2.1 the statement given in accordance with the best practice recommendation
4.1 (the integrity of financial statements) is founded on a system of risk
management and internal cormmpliance and control which implements the policies
adopted by the Board.

7.2.2 the Company's risk management and internal compliance and control system
is operating efficiently in all material respects.

7.3 | Provide the information indicated in Guide to reporting on Principle 7. X

8.1 | Disclose the process for performance evaluation of the Board, its committees and X
individual Directors, and key Executives and corporate performance.

9.1 | Provide disclosure in relation to the Company’s remuneration policies to enable X
investors to understand

. The costs and benefits of these policies; and
1. The link between remuneration paid to Directors and key Executives and
corporate performance.

9.2 | The Board should establish a Remuneration Committee. X

8.3 | Clearly distinguish the structure of Non-Executive Directors’ remuneration from Yes
that of Executives.

9.4 | Ensure that payment of equity-based Executive remuneration is made in Yes
accordance with thresholds set in plans approved by shareholders.

9.5 | Provide the information indicated in Guide to reporting on Principle 9. X

10.1 | Establish and disclose a code of conduct to guide compliance with legal and other X

obligations to legitimate staksholders.




Note 1: The Company has a Managing Director who is also the Chief Executive Officer. Therefore both roles
are exercised by the same person. The Company does not have an Independent Chairman of the Board.
The Chairman is an executive director.

Note 2: The Board of Directors of the Company does not have a nomination Committee. The Board is of the
opinion that due to the nature and size of the Company, the functions performed by a Nomination Committee
can be adequately handled by the full Board.

Note 3: The Company does not have an Audit Committee. The Board is of the opinion that due to the nature
and size of the Company, the functions performed by an Audit Committee can be adequately handled by the
full Board.

Note 4: The Board is comprised of two éxecutive directars and one Non Executive independent director. The
two executive directors are employed via consultancy agreements which contain review and termination
clauses.

Note 5: The Company does not have a Remuneration Committee. The Board is of the opinion that due to the
nature and size of the Company, the functions perfermed by a Remuneration Committee can be adequately
handled by the full Board.
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Revenues from
operations

continuing

Employee benefits and
consultants expense

Depreciation and amostisation
expense

Exploration expenditure written
off
OCption issue cost

Other expenses

Loss before income tax

expense

Income tax expense

Loss after related income tax
expense

Basic eamnings per share
{cents per share)
Diluted earnings per shars

{cents per share)

in 2006.

Statements.

Note

27

20

WESTRALIAN GAS AND POWER LIMITED

INCOME STATEMENTS
YEAR ENDED 30 JUNE 2006
Economic Entity Parent Entity
$ 3 $ $
2006 2005 2006 2005
97,161 58,800 97,161 58,800
(637,030) (300,649) (637,030) (300,6849)
(11,981} (3,923) (11,834) (3,923)
{867,124) {695,302) {853,084) {695,302)
{235,697) - {235,697) -
(156,437) (292,915) (140,362) {(292,915)
(1,801,108} (1,233,989) (1,780,946} {1,233,989)
{1,801,108) (1,233,989) {1,780,9486) {1,233,989)
{4.74) (5.74)
(4.74) (6.74)

9

The Income Statements should be read in conjunction with the

The comparatives for the prior year are for parent company only as the subsidiaries were only incorporated

accompanying Notes to the Financial

TR




WESTRALIAN GAS AND POWER LIMITED

CURRENT ASSETS

Cash and cash equivalents
Trade and other
Receivables

TOTAL CURRENT
ASSETS
NON-CURRENT ASSETS

Trade and Other
Receivables

Property, plant and
equipment

Intangible assets

Other assets

Other financial assets
TOTAL NON-CURRENT
ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and Other Payables
TOTAL CURRENT
LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY

Coniributed equity
Option Issue Reserve
Accumulated losses
TOTAL EQUITY

The Balance Sheets should be read in canjunction with the accompanying Notes to the Financial Statements
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BALANCE SHEETS
AS AT 30 JUNE 2006
Economic Entity Parent Entity
$ $ $ $
2006 2005 2006 2005
833,593 2 657,848 830,053 2,657,848
44,250 132,483 44,212 132,483
877,843 2,790,331 874,265 2,790,331
1,600 1,600 114,763 1,600
101,955 13,267 94,603 13,267
215,716 - 134,995 .
2,660 . 1,310 -
321,031 14,867 345,671 14,867
1,198,774 2,805,198 1,219,936 2,805,198
67,507 107,520 67,507 107,520
67,507 107,520 67,507 107,520
67,507 107,520 87,507 107,520
1,132,267 2,697,678 1,152,429 2,697,678
4,102,781 4,102,781 4,102,781 4,102,781
235,697 - 235,697 -
(3,206,211)  (1,405,103)  (3,186,049) (1,405,103)
1,132,267 2,697,678 1,152,429 2,697,678

b




Economic Entity

Balance at 1 July 2004

Loss atiributable to members
Shares Issued during the year
Share Issue Costs

Balance at 30 June 2005

Balance at 1 July 2005

Loss attributable to members
Shares Issued during the year
Share Issue Costs

Option Issue Reserve
Balance at 3¢ June 2006

Parent Entity

Balance at 1 July 2004

Loss atiributable to members
Shares Issued during the year
Share Issue Costs

Balance at 30 June 2005

Balance at 1 July 2005

Loss attributable to members
Shares Issued during the year
Share issue Costs

Option Issue Reserve
Balance at 30 June 2006

AND CONTROLLED ENTITIES

WESTRALIAN GAS AND POWER LIMITED

STATEMENTS OF CHANGES IN EQUITY
FOR YEAR ENDED 30 JUNE 2006

Share Capital
Converting Reserves Accumulat
Incentlve $ ed
Preference Losses
Note QOrdinary  Shares $ Total
$ $ 3
2 - - (171,114) {171,112)
- - - (1,233,989) (1,233,989)
4,653,575 1,370 - - 4,854,945
{652,168) - - - {552,166)
4,107,411 1,370 - (1,405,103) 2,687,678
4,101,411 1,370 - (1,405103) 2,697,678
- - - (1,801,109) (1,801,109)
- - 235,697 - 235,697
4,101,411 1,370 235,697 (3,208,212) 1,132,266
2 - - (171,114)  (171,112)
- - - (1,233,989) (1,233,989)
4,653,575 1,370 - - 4,654,945
(552,1686) - - - {552,166)
4,101,411 1,370 - (1,408,103) 2,697,678
4,101,411 1,370 - (1,405,103) 2,697,678
- - - (1,780,948) (1,780,946}
- - 235,697 - 235,697
4,101,411 1,370 235697  (3,186,049) 1,152,429

The above statements of changes in equity should be read in conjunction with the accompanying Notes.




WESTRALIAN GAS AND POWER LIMITED
STATEMENTS OF CASHFLOWS
YEAR ENDED 30 JUNE 2006

CASH FLOWS FROM OPERATING
ACTIVITIES

Payments to suppliers and employees
Payments for exploration expenditure
Interest received

8T
Net  cash  inflows/outflows) from
operating activities
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchase of
aquipment
Acquisition of Oil Lease Permits

property, plant and

Development expenditure

Investment in subsidiary

Incorporation of subsidiary

Investment in listed entity

Acquisition cost of trademark

Security deposit paid

Net cash inflows/outflows) from
investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from issue of shares (net of
raising costs)

Loan to subsidiaries

Repayment of borrowings

Net cash inflows/{outflows) from
financing activities

Net increase in cash held

Cash at beginning of year/period

Cash at end of year

The Statements of Cash Flows should be read in conjunction with the accompanying Notes to the Financial

Statements

Note

24

10

Consolidated Entity Parent Entity
$ $ $ $

2006 2005 2006 2005
(824,660) (637,312}  (804,545) {(537,312)
{853,084) (706,814} {853,084) (706,814)
97,161 47,379 97,181 47,379
80,042 (92,589) 80,080 (92,589)
{1,500,541) (1,289,336} (1,480,3B8) (1,289,336)
{100,669) (11,469) {93,270} {11,469)
(80,721) - - -
(134,995) - {134,995) -
- - (10 -
{1,360) - - -
(2,000) - (2,000) -
- (273) - (273)
- (1,600) - {1,600)
{319,745) (13,342)  (230,275) (13,342)
- 3,930,289 - 3,930,289
- - {118,183) -
(3,069) {21,153) {3,969) {(21,153)
(3,969) 3,909,136 {(117,132) 3,909,136
(1,824,255) 2,606,458 (1,827,795) 2,606,458
2,657,848 51,390 2,657,848 51,3890
833,593 2,657,848 830,053 2,657,848




WESTRALIAN GAS AND POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below. These policies
have been consistently applied 1o all the years presemesd, unless otherwise stated. The financial report includes
separate financial statements for Westralian Gas and Power Limited as an individual entity and the consolidated entity
consisting of Westralian Gas and Power Limited and its subsidiaries. Westralian Gas and Power Limited is a company
limited by shares incorporated in Australia whose shares are publicly traded on Australian Stock Exchange Limited.

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivalents to Internationat
Financial Reporting Standards (AIFRS3s), other authoritative pronouncements of the Australian Accounting Standards
Board, Urgent issues Group Interpretations and the Corporations Act 2001.

Compliance with IFRSs

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards (IFRSs).
Compliance with AIFRSs ensures that the financial raport, comprising the group's financial statements and notes and
the parent entity financiai statements and notes of Westralian Gas and Power Limited, comply with 1IFRSs.

Australian Accounting Standards that have recently been issued or amended bul are not yet effective have not been
adopted for the annual reporting period ended 30 June 2008. There are no anticipated changes fo Westralian Gas and
Power Limited’s accounting poficies in future periods as a resull of these changes. Below is a summary of recently
amended or issued Accounting Standards relevant to Westralian Gas and Power Limited:

AASB Altected Standardis) Mature of change to Application date Application date
Amendment accounting policy of standard” tor Group
2005-1 AASB 139: Financial Instruments: No change 1o accouming 1 January 2006 1 July 2006

Recogrition and Measurement policy required. Therefore no
impact.
2005-4 AASB 139: Financial Instruments: No change 1o accounting 1 Januvary 2006 1 July 2008

Recognition and Measurement, AASB policy required. Therefore no
132: Financial Instruments: Disclosure impact

and Presentation, AASE 1: First-time

adoption of AIFRS, AASB 1023: General

insurance Contracts, AASB 1028: Life

Insurance Contracts

2005-5 AASB 1. First-time adoption of AIFRS, No change to accounting 1 January 2006 1 July 2006
AASB 139: Financial Instruments; policy required. Therefore no
Recognition and Measurement impact.
2005-6 AASB 3: Business Combinalions No change to accounting 1 January 2006 1 July 2006
policy required. Therelore no
impact.
2005-10  AASB 132: Financial Instruments: No change 1o accounting 1 January 2007 1 July 2007
Disclosure and Presentation, AASB 101: pelicy required. Therefore no
Presemtation ot Financial Statements, impact.

AASB 114: Segment Reporting, AASB
117 Leases, AASB 133: Earnings Per
Share, AASB 139: Financial
Instruments: Recognition and
Measurement, AASB 1: First-time
adoption of AIFRS
2006-1 AASBB 121: The Effects of Changes in No change to accounting 1 January 2006 1 July 2008

Foreign Exchange Rates policy required. Therelore no
impact.
New AASB 7: Financial instruments: No change to accounting 1 January 2007 1 July 2007
standard  Disclosures policy required. Therelore no
impact.

* Application date is for the annual reponing periods beginning on or after the date shown in the above table.




Application of AASB 1 First-time Adoption of Australian Equivalents to Intemational Financial Reporting Standards

These financial statements are ihe first Westralian Gas and Powar Limited financial statements to be prepared in
accordance with AIFRSs. AASB 1 First-time Adoption of Ausiralian Equivalents to International Financial Reporting
Slandards has been applied in preparing these financial statements.

Financial statements of Westralian Gas and Power Limited until 30 June 2005 had been prepared in accordance with
previous Australian Generally Accepted Accounting Principles (AGAAP). AGAAP differs in certain respects from AlFRSs.
When preparing Westralian Gas and Power Limited 2006 financial stalements, management has amended certain
accounting, valuation and consolidation methods applied in the AGAAF financial statements to comply with AIFRSs. The
comparative tigures in respect of 2005 were restated to reflect these adjusiments.

Riconciliations and descriptions of the effect of the transition from previous AGAAP to AIFRSs on the group's equity and
its net income are given in note 2.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-for-sale financial assets, financial assets and liabiiities (including derivative instruments) at fair valua through
protil or loss, certain classes of property, plant and equipment and investment property.

Accounting Policies

a. Principles of Consolidation

A controlled entity is any entily Westralian Gas and Power Lid has the power to control the financial and
operating policies ot so as to obiain benefits from its activities,

A list of controlled antities is contained in Note 16 to the financial statements. All controlted emtities have a June
financial year-end except for Sunset Energy LLC a Delaware USA based company which has a December year
end.

All inter-company batances and transactions between enfitios in the economic entily, including any unrealised
profils or losses, have been eliminated on consolidation. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with those policies applied by the parent entity.

Where controlled entities have entered or left the economic entity during the year, their operating resuits have
been included/excluded from the date control was oblained or until the date gontrol ceased.

Minority equity interests in the equity and results of the entities that are controlled are shown as a separate item
in the consolidated financial report.

b. Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disaliowed items. It is calculated using the tax rates that have been enacled or are
substantially enacted by ihe balance sheet date.

Deferred tax is accounted for using the balance sheet fiability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. No deferred income tax will be recognised from the initial recognition of an asset or liability,
excluding a business combination, where there is na effect on accounting of taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply 1o the period when the asset is
realised or liabllity is settled. Deferred tax is credited in the income staternent except where # relates to
items that may be credited directly to equity, in which case the deferred 1ax is adjusted directly against
equity.

Deterred income tax assets are recognised to the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits broughl to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legisiation and the anticipation that the
economic entity wilt derive suflicient future assessable income to enable the benelit to be realised and
comply with the conditions of deductibility impased by the iaw.




Plant and Equipment

Each class of plant and equipment is carried at cost or fair value less, where applicable, any accumulated
depreciation.

Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net
cash flows which will be received from the assets employment and subsequent disposal. The expected net cash
flows have not been discounted to their present values in determining recoverable amounts.

The cost of fixed assets constructed within the Company includes the cost of materials, direct labour, borrowing
costs and an appropriate proportion of fixed and variable overheads.

Depreciation

The depreciable amount of all fixed assels including building and capitalised lease assets, but excluding
freehold land, is depreciated on a straight line basis over their useful lives to the Company commencing from
the time the asse is held ready for use. Properties held for investment purposes are not subject to depreciation.
Leasehold improvements are depreciated over the shorter of either the unexpired period of the leasa or the
estimated useful lives of the improvements.

The depreciation rates used for each class of depreciable assels are:

Class of Fixed Asset Depreciation Rate
Furniture 7.5%

Plant and equipment 25% - 100%

Motor Vehicles 10.0%

Impairment of assets

At each reporting date. the group reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assets have been impaired. if such an indication exists, the
recoverable amount of the asset, being the higher of the asset's fair value less costs to sell and value in use, is
compared to the asset's carrying value. Any excess of the asset's carrying value over its recoverable amount is
expensed to the income statement.

Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but
not the legal ownership, are transferred 1o the Company, are classified as finance feases. Finance leases are
capitalised, recording an asset and a liability equal to the present value of the minimum lease payments,
including any guaranteed residual values. Leased assets are deprecialed on a straight line basis over their
estimated useful lives where fi is likely that the Company wili obtain ownership of the asset or over the term of
the lease. Lease paymenls are allocated between the reduction of the lease liability and the lease interest
expense for the period.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred. Lease incentives under operating leases are
recognised as a liability. Lease payments received reduce the liability.

Interests in Joint Ventures

The Company's share of the assets, liabilities, revenue and expenses of joint venture operations are included in
the appropriate items of the statement of financial perfermance and financial position. Details of the Company's
interests are shown in Note 12.




Exploration, Evaluation and Development Expenditure

Exploration, evaluation and development expenditure incurred is written off in respect of each identifiable area
of interest. These costs are only carried forward to the exient that they are expected to be recouped through the
successiul development of the area or where activities in the area have not yel reached a stage which permits
reasonahle assessment of the existence of economically recoverable reserves.

Accumulated costs in relation to an abandened area are written oft in full against profit in the year in which the
decision to abandon the area is made.

When production commences, the accumulated costs for the relevant area of interest are amorised over the life
of the area according to the rate of depletion of the economically recoverable reserves.

A regular review is undertaken of each area of interest to determine the appropriateness of continuing to carry
forward costs in relation to that area of interest.

Costs of site restoration are provided over the life of the facilily from when exploration commences and are
included in the costs of that stage. Site restoration costs include the dismantling and removal of mining plant,
equipment and building structures, waste removal, and rehabilitation ot the site in accordance with clauses of
the mining permits. Such costs have been determined using estimates of future costs, current legal
requirements and technolegy on an undisgounted basis. Any changes in the estimates for the cosls are
accounted on a prospective basis. In determining the costs of site restoration, there is uncertainty regarding the
nature and extent of the restoration due to community expectations and future legisiation. Accordingly the costs
have been determined on the basis that the restoration wili be completed within one year of abandoning the site.

Intangibles
Patents and Trademarks

Patents and Trademarks are valued in the accounts at cost of acquisition and are amortised over the period in
which their benelils are expected to be realised.

Farelgn currency translation
Functional and presentation cumency

The {unctional currency of each of the group's entities is measured using the currency of the primary economic
environment in which that entity operates. The consolidated financial statements are presented in Australian
dollars which is the parent ertity's functional and presentation currency.

Transactions and balances

Foreign curency transactions are translated into functional eurrency using the exchange rates prevailing at the
date of the transaction. Foreign currency monetary itams are franslated at the year-end exchange rate. Non-
monetary items measured at historical cost continue to be carried at the exchange rate at the date of the
transaction. Non-monetary fems msasured at fair valus are reported al the exchange rate at the date when fair
values were determined.

Exchange difterences arising on the iranslation of monetary items are recognised in the income statement,
except where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the
extent that the gain or loss is directly recognised in equily, otherwise the exchange difference is recognised in
the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from the group's
preseniation currency are translated as follows:

+  assels and liabililies are translated at year-end exchange rates prevailing at 1hat reporting date;
+ income and expenses are translated at average exchange rates for the period; and
. retained profits are translated at the exchange rates prevailing at the date of the transaction.

Exchange differences arising on translation of foreign operations are transferred directly to the group's forsign
currency translation reserve in the balance sheel. These dilferences are recognised in the income statement in
the period in which the operation is disposed.




Trade and cther payables

Liabilities for trade creditors and other amounts are carried at cost which is the tair value of the consideration 10
be paid in the tuture for goods and services received, whether or not billed to the consolidated entity.

Payables to related parties are carried al the principal amouni.

Employee Benefits

Provision is made for the company's liability for employee benefits arising from services rendered by employees
to balance date. Employee benefils expected to be settled within one year together with entitlements arising
from wages and salaries, annual leave and sick leave which will be setlled after one year, have been measured
at the amounts expected to be paid when the liability is settted plus related on-costs. Other employee benefils
payable tater than one year have been measured at the present value of the estimated future cash outflows to
be mads for those benefits.

Contributions are made by the Company to the superannuation funds nominated by its employses, The
Company does not run an employer sponsored fund.

Cash
For the purpose of the statement of cash flows, cash includes:

i. cash on hand and at cali deposits with banks or financial institutions, net of bank overdrafts; and

ii. investments in money market instruments with less than 14 days to maturity.

Issued capitat
Ordinary shares are classified as equity.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of
the share proceeds received.

Earnings per share (EPS)
Basic earnings per share

Basic EPS is calculated as the profit atiributable 10 equity holders of the company, excluding any costs of
servicing equity other than ordinary shares, divided by the weighted average number of ordinary shares
outstanding during the financial year, adjusted for any bonus elements in ordinary shares issued during the
year.

Diluted earnings per share

Dilvted EPS adjusts the figures used in the determination of basic EPS to take into account the after income
tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation 1o dilutive
potential ordinary shares.

Revenue
Ravenue from the sale of goods is recognised upon the delivery of goods 1o customers.

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable 1o
the financial assets.

Dividend revenue is recognised when the right to receive a dividend has been established. Dividends received
from associates and joint venture entities are accounted for in accordance with the equity method of accounting.

Revenue from the rendering of a service is recognised upon the delivery of the service 10 the customers.

All revenue is stated net of the amount of goods and services tax (GST).




p.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, axcept where the amount of GST
incurred is not recoverable from the Australian Tax Ofice. In these circumstances the GST is recognised as part
of the cost of acquisition of the asset or as par of an itlem ot the expense. Receivables and payables in the
statement of financial position are shown inclusive of GST. Inflows and outflows in the cashflow statement are
accounted for on a gross basis.

Critical accounting estimates and judgements

The directors evaluate estimates and judgements incorporated into the financial reporl based on historical
knowledge and bast available current information. Estimates assume a reasonable expectation of fulure events
and are based on curent trends and economic data, obtained both externally and within the group.

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject 1o risks and returns that are different to those of other business segments. A geographical segment is
engaged in providing products or services withln a panicular economic environmem and is subject to risks and
returns that are different from those of segments operating in other economic environments.,

Investments and other financial assets
Recognition

Financial instruments are initially measured at cost on frade date, which includes transaction costs, when the
related contractual rights or obligations exist. Subsequent 10 initial recognition these instruments are measured as
set out below,

Financial assets af fair value through profit and loss

A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if
s0 designated by management and within the requirements of AASB 139: Recognition and Measurement of
Financial Instruments. Derivatives are also categorised as held for trading unless they are designated as hedges.
Realised and unrealised gains and losses arising from changes in the fair value of these assets are included in
the income statement in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amortised cost using the effective interesi rate method,

Held-to-maturity investments

These investments have fixed maturities, and it is the group’s intention to hold these investments to maturity. Any
held-to-maturity investments held by the group are stated a1 amortised cost using the effective interest rate
method.

Available-for-sale financial assetfs

Available-for-sale financial assets include any financial assets not included in the above categories. Available-for-
sale financial assets are reflected al fair value. Unrealised gains and losses arising from changes in fair value are
taken directly to equity.

Financial labilities

Nen-derivative financial fiabiliies are recognised at amortised cost, comprising original debt less principal
payments and amortisation.

Denivative instruments

Derivative instruments are measured ai fair value. Gains and losses arising from changes in fair value are taken
10 the income statement unless they are designated as hedges.




Fair value

Fair value is determined based on current bid priges for all quoted investiments. Valuation techniques are applied
to determine the fair value for all unlisted securities, including recent arm's length transactions, refsrence to
similar instruments and option pricing models.

Impaimment

At gach reporting date, the group assess whether there is objective evidence that a financial instrument has been
impaired. In the case of available-for sale financial instruments, a prolonged decline in the value of the instrument
is considered to determine whether an impairment has arisen. Impairment losses are recognised in the income
statement.

t. Comparative Figures

Where required by Accounting Standards comparative figures have been adjusted o conform with changes in
presentation for the current financial year.

NOTE 2 : FIRST TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The directors are of the opinion that the key material differences in the Company's accounting policios on
conversion te AIFRS and the financial effect of these differences, where known, are as follows:

The company changed ils accounting policies on 1 July 2005 to comply with Australian equivalents to
International Financial Reporting Standards {AIFRS). The transition to AIFRS is accounted for in accordance
with AASB 1 'First-time adoption of Australian equivalents to International Financial Reporling Standards’, with 1
July 2004 as the date of transition. The transilion from previous AGAAP to AIFRS has nol affecied the
company's income statement, balance sheet, statement of changes in equity and cash flows as at 1 July 2004,1
July 2005, 30 June 2005 and 30 June 2006. There were also no changes required 1o the Profit and Loss and
Cashflows for the periods ended 30 June 2005 and 30 June 2008.

Censolidated Entity Parent Entity
NOTE 3: REVENUE Note 2006 2005 2006 2005
$ 3 $ 8
From continuing operations
interest received — other persons 4b 97,061 58,392 97,061 58,392
olher revenue 100 408 100 408
Total Revenue 97,161 58,800 97,181 58,800
- NOTE 4: PROFIT FROM CONTINUING
OPERATIONS
Profit before income tax has been determined
after
a. Expenses
Depreciation of non-current assels:
plant and equipment 11,981 3,650 11,934 3,650
Total depreciation 11,981 3,650 11,934 3,650
Amortisation of non-current assets:
patents and trademarks - 273 - 273
Total amortisation - 273 - 273




NOTE 4: PROFIT FROM CONTINUING
OPERATIONS

Hantal expense on operating leases

Exploration expenditure written off

b. Revenua
Interest received

c.  Significant Revenues and Expenses

The following material items are reevant in explaining the

financiai performance:

Employment expenses and consultancy fees
Exploration expenditure written off

NOTES: INCOME TAX

{(a) income tax expense/{benefit)
Current tax

Delerred tax

Under {over) provided in prior years

{b) Numerical reconciliation ot income tax expense
to prima facie tax payable

Loss before income 1ax expense

Prirna facie tax benefit on loss at 30% (2005: 30%)

Tax effect of amounts which are not deductible
(taxable) in calculating taxable income:

Share-based paymenis

Sundry items

Movements in unrecognised temporary differences

Tax eflect of current year 1ax losses for which no
deferred tax assel has been recognised

Income tax expense/{benefit)

82,889
857,124

97,061

637,030
857,124

35,667
695,302

58,382

300,649
695,302

Consolidated Entity

82,889
853,084

97,081

637,030
853,084

Parent Entity

35,667
695,302

58,392

300,649
695,302

2006 2005 2006 2005
$ $ $ $
(1.801,108)  (1,233.989) (1,780,946)  (1,233,989)
(540,332)  (370,197)  (534,284)  (370,197)
70,709 70.709 .
5,056 10,166 5,056 10,166
(464,567)  (360,031)  (458,519)  (360,031)
(39,332) (28,174) (39.332) (28,174)
503,899 388,205 497,851 388,205




(c) Unrecognised temporary differences
Deferred Tax Assets (at 30%)

On income Tax Account

Capital raising costs

Provision for diminution

Other

Carry forward 1ax losses

Deferred Tax Liabilities (at 30%)
On income Tax Account
Other

been made.

NOTE 7: KEY MANAGEMENT PERSONNEL

financial year are:

Alan Robert Burns

Other Key Management Personnel

Paul Fromson

b. Directors’ Remuneration

Diregtors
Peter Briggs Executive Chairman
Stephen Leslie Thomas Managing Director

Company Secretary

105,021 140,128 105,021 140,128
4,543 16,547 4,543 16,547
936,864 428 206 936,864 429,206
1,046,428 585,881 1,046,428 565,881
1,192 3,304 1,192 3,304

NOTE 6.DIVIDENDS PAID OR PROVIDED FOR ON ORDINARY SHARES
No dividends were paid or declared since the start of the financia! year. Ne recommendation for payment of dividends has

Non Executive Director

Net deferred tax asseis have not been brought 1o account as it is not probable within the immediate future that tax profits
will be available against which deductible temporary differences and tax losses can be ulitised.

a. Names and positions held ot Directors and Key Management Personnet in office at any time during the

2008 Share
Based
Short Term Employee Benefits Payment Fotal
Salary, Fees & Non-Cash Super-

Commissions Cash Bonus  Benefits annuation  Options
Peter Briggs 104,000 - - - 104,000
Stephen Leslie Thomas 180,000 - - - - 180,000
Alan Robert Burns 30,000 - 2,700 176,773 209,473
314,000 - 2,700 176,773 493,473




Share

Based
2¢05 Short Term Employee Benefits Payment Total
Salary, Fees & Non-Gash Super-
| Commissions CashBonus  Benelils annuation  Options
| Peter Briggs 106,000 - - - - 106,000
i Staphen Leslie Thomas 180,000 . . . . 180,000
E Alan Robert Burns 23.507 - - 2115 - 25,622
: 308,507 - - 2,115 - 311,622
c. Key Management Personnel
Share
Based
2006 Short Term Employee Benefits Payment Totat
Non-Cash Super-
Salary & Fees Cash Bonus  Benefits annuation  Opfions
!
Paut Fromson 48,000 - - - 58,924 106,924
Share
Based
2005 Short Term Employee Benefits Payment Totat
Non-Cash Super-
Salary & Fees CashBonus  Benelits  annuation  Options
Paul Fromson 76,025 - - - - 76,025

d. Options Holdings
Number of Options Held by Key Management Personnel

Granted as Net Total Total Total
Balance  Remun- QOptions Change  Balance vested  Exercisable Unexercisablo
1.7.2005  eration Exercised  Other  30.6.2006 30.6.2006 30.6.2006  30.6.2006

Directors
Peater Briggs 4,000,000 - - - 4,000,000 4,000,000 4,000,000 -
Alan Burns - 3,000,000 - - 3,000,000 3,000,000 3,000,000 -

&. Sharehaldings
Number of Ordinary Fully Paid Shares Held by Key Management Personnel

Received as
Balance Remun- Options  NetChange  Balance
1.7.2005 eration Exercised Other” 30.6.2005

Parent Entity Directors

Peter Briggs 8,350,000 - . 175,000 8,525,000
Stephen Leslie Thomas 8,000,000 - - 60,000 8,050,000
Afan Robert Burns 746,000 - - - 746,000




Other Key Management Personnel
Paul Fromson 300,000 - - - 300,000
Total for directors and specified executives 17,396,000 - - 235000 17,631,000

* Nel change other refers 10 shares purchased or sold on market during the tinancial year.

e. Shareholdings
Number of Converting Incentive Preference Shares (CIPS) held by Key Management Personnel

Received as
Balance Remun- Options  NetChange  Balance
1.7.2005 eration Exercised Other* 30.6.2005

Parent Entity Directors

Peter Briggs 6,850,000 - - - 6,850,000
Stephen Leslie Thomas 6,850,000 - - - 6,850,000
Alan Robert Burns - - - -

No CiP§S are held by any other key managament personnel.

{. Remuneration Practices

The company's board and exsecutives are paid consuhiing and directors fees at markel rates. There are no retirement or
termination or other benelits. The two executive directors have a consulting agreement with the company which expires
on 1 January 2007 but which can be renewed/extended. The consulting agreements contain termination clauses and
review clauses.

The company has taken advaniage of the relief provided by ASIC Class Qrder 06/50 and has transferred the detailed
remuneration disclosures to the “Remuneration Report” within the Directors Report.

Consolidated Entity Parent Entity
NOTE 8: AUDITORS’ REMUNERATION 2006 2005 2006 24005
$ § $ $
Remuneration of the auditor for:
auditing or reviewing the financial report 14,500 10,000 14,500 10,000
other services . - - -
other services provided by related practice of auditor - - - -
2006 2005
NOTE 9: EARNINGS PER SHARE $ $
a. Eamnings used in the calculation of basic EPS (1,801,108} (1,233,9683)
Earnings used in the calculation of dilutive EPS (1,801,108} (1,233,993)
b. Weighted average number of ordinary shares outstanding during the year ]
used in calculation of basic EPS 37,978,000 21,494 6842
Weighted average number of ordinary shares outstanding during the year
used in calculation of dilutive EPS 37,878,000 21,494,642

C. Classification of securities

The options on issue have not been included in the caloulation of dilutive EPS because their exercise would
nat be dilutive in nalure. See note 19 for opliens on issue.




The converting incentive preference shares are not Included in the determination of basic or diluled earnings per
share as they are convertible upon the Company achieving specified production reserves or share prices for the
Company shares on ASX. At the reporting date these thresholds had not been achieved.

d. Earning per share
Earnings per share - cents {4.74) (5.74)
Dilutive earnings per share - cents {4.74) (5.74)
Consolidated Entity Parent Entity
2006 2005 2006 2005
§ $ $ $
NOTE 10: CASH AND CASH EQUIVALENTS
Casgh at bank 87,805 123,095 84,265 123,095
Deposits at call 745788 2534753 745,788 2,534,753
833,593 2,657,848 830,053 2,657,848
NOTE 11: TRADE AND OTHER RECEIVABLES
CURRENT
GET refund duse 26,989 107,031 26,951 107,031
Amounts receivable from director related entities 12,287 14,439 12,287 14,439
Other amounts receivable 1,000 - 1,000 -
Accrued interest income 3,974 11,013 3974 11,013
44,250 132,483 44212 132,483
NON CURRENT
Loan to subsidiaries - 113,163 -
Rental Bond Deposit 1,600 1,600 1,600 1,600
1,600 1,600 114,763 1,600

The loan to the subsidiary has no fixed repayment period and ne interest is charged on the loan at this point in time. The
loan is carried at fair value being the total amount actually foaned to the subsidiary during the year.

NOTE 12: JOINT VENTURES

The company has a joint venture with a Director related entity, Flamestar Corporation Pty Ltd (Flamestar). The joint
venture is a fully contributing jeint venture with each pariner contributing their share of the exploration costs. The
Exploration Joint Venture Agreemant is between director related entity Red Mountain Energy Ply Ltd (RME) and
Flamestar and provides tor the exploration pursuam to SPA’s granted pursuant to the applications for SPA 3/03-4 and
4/03-4. The participaling interests of RME and Flamestar are 50% each, with RME being the manager of the joint
venlure. Westralian Gas and Power Ltd is farming into the RME interest in the joint venture,

Consolidated Entity

Parent Entity

2006 2005 2006 2005
5 $ $ $
NOTE 13: PLANT AND EQUIPMENT
Cpening balance 13,267 5448 13,267 5,448
Acquisitions 100,669 11,469 83.270 11,488
Depreciation expense {11,981) (3,850} {11.,934) (3,650)
Plant and Equipment at written down value 101,855 13,267 94,603 13,267




Piant and equipment at cost 117,610 16,941 110,211 16,941

Accumulated depreciation {15,655) (3,674) {15,608) {3.674)
101,955 13,267 894,603 13.267
2006 2005 2006 2005
NOTE 14: INTANGIBLE ASSETS $ $ $ §
Trademarks at cost 273 273 273 273
Accumulated amortisation {273) (273) (273} (273)

NOTE 15: OTHER ASSETS

NON CURRENT

Exploration expenditute

Opening balance of capitalised cost - - - -
Exploration expenditure incurred during period 857,124 695,302  B53,084 695,302
Exploration expenditure written off during period (857,124) (695,302) (853,084) (695,302)

Closing balance of capitalised expenditure - - - -

Development Expenditure
Opening balance of capitalised cost - - - -
Development expenditure incurred during period 134,995 - 134,995 -

Development expenditure written off during period - - - -

Closing balance of capitalised expenditure 134,995 - 134,995 -

Production Leases
Opening balance of capitalised cost . - - .

Lease expenditure incurred during period 80,721 - - -
Lease expenditure written off during period - - - -
Closing balance of capitalised expenditure 80,721 - - -
Total Other Assels 215,716 - 134,995

Recoverability ot the carrying amount of the Development Expenditure and Production Leases is dependent on
successtul development and commercial exploitation or sale of the respective areas of interest.

NOTE 16: OTHER FINANCIAL ASSETS

Investment in subsidiary - - 10 -
Investment in ASX Listed Company 2.000 - 2,000 -
Less provision for diminution (700) - (700) -
invastment at market value 1,300 - 1,300 -
Incorporation Costs 1,360 . -

Total Other Financial Agsets 2.660 - 1,310 -




NOTE 17: CONTROLLED ENTITIES
(a) Controlled Entities Consolidated

Parent Entity:

Waestralian Gas and Power Ltd
Uitimate Parent Entity
Westralian Gas and Power Ltd
Subsidiaries:

Westralian Petroleum Ltd

Sunset Energy LLC

(b) Establishment of Controlled Entities

Country
of
Incarporation

Australia

Australia

Australia
Usa

Percentage Owned (%)

2006 2005
160 -
100 -

On 2 February 2006 the parent entity incorporated a 100% subsidiary Westralian Petroleum Ltd and is entitled 10

alf profits earned from incorperation.

On 13 March 2006 the parent entity incorporated a 100% subsidiary Sunset Energy LLC, a company incorporated
in Delaware USA, and is entitled to all profits earned from incorporation.

NOTE 18: TRADE AND OTHER PAYABLES

CURRENT (all unsecured)

Trade creditors

Sundry creditors and accrued expenses
director retated entities
other

Employes entitiements

Aggregate Employee Bensfils Liability

Totad Trade and other payables

Number of Employees at Yeas-end

Aggregate Employee Benefits Liability
Carrying amount at beginning of year
Utitisation of provision

Additional provisions recognised

Carrying amount at end of year

Consoldated Parent
2006 2005 2006 2005
$ $ $ 3
11,381 35,180 11,381 35,180
26,691 30,660 26,691 30,660
28,762 40,553 28,792 40,553
66,864 106,393 66,864 106,393
643 1,127 643 1,127
67,507 107,520 67.507 107,520
1 1 1 1
1.127 - 1,127
{1,127 - {1.127)
643 1,127 843 1,127
643 1,127 643 1127




NOTE 19: CONTRIBUTED EQUATY

a. Ordinary shares

At the beginning of the reporting period
Shares issued during the year
shares issued on incorporation 24 May 2004
Existing 2 shares split inlo 16,000,000 shares
issue on 20 September 2604 at .0001 cents per share
Issue on 26 Oclober 2004 at 12.5 cents per share
Issue on 14 March 2005 at 25 cents per shara
Transaction costs relating to share issues

At reporting date

At the beginning of the reporting period
Shares issued during the year
Existing 2 shares split into 16,000,000 shares
Issue on 20 September 2004
Issue on 26 October 2004
Issue on 14 March 2005
At reporting date

Economic Entity Parent Entity
2006 2005 2008 2005
$ $ $ 3
4,101,411 - 4,101,411
- 2 - 2
. 75 - 75
- 653,500 - 653,500
- 4,060,000 - 4,000,000
- (552,166) - {552.166)
4,101,411 4,101,411 4,101,411 4,101,419
Number Number Number Number
37,978,000 2 37,978,000 2
- 15,999,998 - 15,899,998
- 750,000 - 750,000
- 5,228,000 - 5,228,000
- 16,000,000 - 16,000,000
37,978,000 37,978,000 37,978,000 37,978,000

Ordinary shares participate in dividends and the proceeds on winding up in proportion to the number ot shares held, At
shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each sharehalder has

one vote on a show of hands.

b. Converting Incentive Prefarence Shares (CIPS)

At the beginning of reporting period
Shares issued during year
6,850,000 issued on 17 September 2004
6,850,000 issued on 18 September 2004
At reporting date

At the beginning of reporting period
Shares issued during year
6,850,000 issued on 17 September 2004
6,850,000 issued on 18 Sepiember 2004
At reporting date

Consolidated Entity

Parent Entity

2006 2005 2006 2005
$ $ $ $

1,370 - 1,370 -
- B85 - 685
- 685 - 685
1,370 1,370 1,370 1,370

Number Number Number Number

13,700,000 - 13,700,000

- 6,850,000 - 6,850,000
- 6,850,000 - 6,850,000
13,700,000 13,700,000 13,700,000 13,700,000




Consolidated Entity Parent Entity
2006 2005 2006 2005
$ $ 3 $

c. Total Contributed Equity including Crdinary Shares and
CIPS 4,102,781 4,102,781 4,102,781 4,102,781

Terms and Conditions of Converting Incentive Preference Shargs

There are two series of CIPS on issue, being the Series A CIPS and the Serles B CIPS, all of which are held by entities
related to two of the Company's Directors. Other than for the conversion formulae associated with each series of CIPS,
ihe terms and conditions of each series are identical and are set out below.

Dividend
CiPS dividend

CIPS Shareholders are entitled to receive a dividend. The dividend is fixed at 5% of the issue price {being $0.0001) of
each CIPS Share. The dividend will be computed from the issue to the conversion date of the CIPS on the basis of a 365
day year and pro rata for parl of a year.

Dividend entittement

The time tor the entilement 1o a dividend is 5.00pm (WST) on 30 June of each year during the period from the issue to
the conversion date of the CIPS,

Dividend date

Dividends shall be paid if the Company has funds legally available for the payment of dividends within 30 days after the
CIPS Shareholder becomes entitled to the dividend.

Books closing date

Dividends are payable to the registered holders of each CIPS as they appear in the register for the CIPS at 5.00pm
(WST) on 30 June of each year during the period from the issue 10 the conversion date of the CIPS.

Method of payment

Dividends shall be deemed paid if paid by cheque or direct debil on (or as soon as practicable after) the date determined
by the Directors that a dividend is 1o be paid to the account or address nominaled by the CIPS Shareholder.

Praferential

Dividends on the CIPS shall rank in priority to dividends on the ordinary fully paid shares.
Cumuiative

Dividends on the CIPS will ba cumulative.

Pari Passu

Dividends on the CIPS shall rank pari passu with all other CIPS,

Redemption

Subiject 1o the conversion formulae for each series described below, the CIPS are redeemable on the Redemption Date
at the slection of the Company, by giving at least 7 days written notice prior to the expiry of the Redemption Date of the
redemption 1o the CIPS Shareholders, in accordance with the following:

Redemption Amount

At redemption the CIPS Sharehokder is entitled to payment of the Redemption Amoun in respect of each CIPS Share
which has not been converted in accordance with the conversion formulae described below.

The Redemption Amount in respect of each CIPS may only be paid own of profits or the proceeds of a new issue of
shares made for the purpose of the redemption,

Payment

Within 30 days of the Redemption Date the Company must pay 1o the CIPS Shareholder the Redemption Amount in
respect of each CIPS.

Retum of Certificate
On redemption each CIPS Shareholder is bound to surrender any certificate for the CIPS to be redeemed.




Conversion
The CIPS will convert into Shares in accordance with the following:
Conversion Formula for Serigs A CIPS

Each Series A CIPS will convert into one (1) Share at any time prior to the Redemption Date if:

(i} the first 5 pilot wells of the Company on the Titles all produce al least 2P Reserves and the Company is
successful in attaining financial close on the funding of the next 30 walls; or

(i} all trades of the Company’s Shares in a continuous period of 20 trading days are at or more than 40 cents per
Share.

In the event of any reconstruction, consolidation or division into (respectively) a lesser or greater number of securities of
the Shares, the price per Share in (i} shall be reconstructed, consolidated or divided in the same proportion as the
Shares are reconstructed, consolidated or divided and, in any event, in a manner which will not result in any additional
bensfits baing conferred on the CIPS Shareholders.

Conversion Formula for Series B CIPS

Each Serigs B CIPS will convert into one (1) Share at any time prior to the Redemption Date if:

(i) the gross revenue of the Company (using generally accepted accounting principles) from the sale of product in
any financial year (including gas or electricity) is more that A$10,000,000; or

()] all trades of the Company's Shares in a continuous pericd of 20 trading days are at or more than 50 cents per
Share.

in the event of any reconstruction, consolidation or division irdo {respeclively) a lesser or greater number of securities of
the Shares, the price per Share in {ii) shall be reconstructed. consolidated or divided in the same proportion as the
Shares are reconstructed, consolidated or divided and, in any event, in a manner which will not result in any additional
benefits being conterred on the CIPS Shareholders.

Statements

As soon as practicable afier conversion of any CIPS, the Company shall dispatch statements or certificates in respect of
the Shares issued as a resull of the conversion.

After Conversion

The Shares issued on conversion of any CIPS will as and from 5.00pm (WST) on the date of allotment rank equally with
and conter rights identicat with all other Shares then on issue.

Automatic Conversion
If:

. the Company does not give a redemplion notice; or

. all the CIPS are not converted in accordance with the conversion formulae,
the remaining CIPS shall automatically convert to Shares in accordance with the following:

The number of Shares 1o be issued on automatic conversion will be calculated as follows:

Number of CIPS x Redemption Amount

Market Price




Reconstruction

In the event of any reconstruction, consolidation or division into (respectively) a lesser or grealer number of securities of
the Shares, the CIPS shall be reconstrucled, consolidated or divided in the same proportion as the Shares are
reconstructed, consolidated or divided and, in any event, in a manner which will not result in any additional benefits being
conterred on the CIPS Shareholders which are not conferred on the holders of Shares.

Winding up

Il the Company is wound up prior to conversion of all of the CIPS into Shares then the CIPS Shareholders will have the
right for each CIPS held and not converted in Shares to be paid cash for the issue price (being $0.0001) and any arrears
of dividend in priority to the holders of Shares but will have no right 10 participate beyond this extent in surplus assets or
profits of the Company on winding up.

Non-transferable
The CIPS are not fransferable.
Copies of notices and reports and voting rights

Tha CIPS Shareholders have the same right as holders ol Shares 1o receive notices, reports and audited accounts and
to attend general meetings of the Company but are only entitled to vote in the circumstances listed in Listing Rule 6.3.

Quotation of CIPS

No application for quotation of the CIPS will be made by the Company.
Redemption Date

The CIPS are redeemable 40 months from their date of issue.

Status ot CIPS

As at the date of this report no CIPS have been converted to crdinary fully paid shares by either of the helders and none
of the CIPS are capable of being converted into ordinary fully paid shares because none of the performance thresholds
have been met.

Consolidated Entity Parent Entity
d. Options Listed on ASX 2006 2005 2006 2005
$ $ § 8
Al the beginning of reporting period - . - -
Options  issued upon listing of parent - .
company on ASX - -
At reporting date . . - -
Number Number Number Number
Al the beginning of reporting period 16,000,000 - 18,000,000 -
Options issued upon listing of parent 16,000,000
company on ASX - - 18,000,000
Al reporting date 16,000,000 16,000,000 18,000,000 18,000,000




Consolidatad Entity Parent Entity

. Unlisted Options 2006 2005 2008 2005
$ $ $ 5
At the beginning of reporting period - - - -

4,000,000 option exercisable at 30 cents on - -
or before 17/9/09 - -

4,000,000 oplions exercisable at 30 cents on - -

or before 30/11/08 - -

At reporting date - - . -
Number Number Number Number

At the beginning of reporting period 4,000,000 - 4,000,000

4,000,000 option exercisable at 30 cents on

or before 17/9/09 . 4,000,000 . 4,000,000

4,000,000 options exarcisable at 30 cenis on

or before 30/11/08 4,000,000 . 4,000,000 .
At reporting date 8,000,000 4,000,000 8,000,000 4,000,000

Option Issue Reserve

At the Company’s AGM held on 30 November 2005, shareholders approved the issue of 4,000,000 unlisted options, to
nominees of a director and the company secretary, with an exercise price of 30 cents and an expiry date of 30 November
2008. Under the new accounting standard AASB Share based Payments, the Company has recognised the fair value of
the 4,000,000 Incentive Options. An expense of $235,697 has been recognised in the income statemenl with a
correspending adjustment to equily being an Option Issue Reserve.

The options have been valued using the Black & Scholes and Binomial methodologies with the tollowing assumptions:

ii. The risk free rate (5.34%) is the Commonwealth Government Securities rale with a maturity date
approximating that of the expiraticn period of the incentive options as at 20 Qclober 2005;

iii. The underlying security spot price {$0.15) used for the purposes of this valuation is based on the price of
the Shares as at 20 October 2005,

iv. For the purposes of the valuation, no future dividend payments have been forecast; and

V. For the purposes of the valuation it is assumad that the Incentive Options will not be exercised any earlier
than the expiry date of 30 November 2008.

The valuation was conduction by an independent accounting firm.

NOTE 20: RESERVES AND ACCUMULATED 2006 2005 2006 2005
LOSSES g $ $ S
a) Reserves

Share Based Payment Reserve

Balance at beginning of year - - - -
Option expense 235,697 - 235,697 -
Balance at end of year 235,697 - 235,697 -

b) Accumuylated Losses

Balance at ihe beginning of the year (1,405,103) (171,114} (1,405,103) (171,114)
Net loss for the period (1.801,108) {1,233,989) (1,780,946) (1,233,989}
Accumulated losses at the end of the financial year (3,206,211} {1,405,103) (3.188.,049) (1,405,103)




¢) Nature and purpose of reserves - tull disclosure of the nature and purpose of the share based payment reserve is
disclosed in note 19.

20086 2005 2008 2005
NOTE 21: EXPENDITURE COMMITMENTS 5 $ § $
a. Operating Lease Commitments
Non-cancellable operating leases contracted for but not
capitalised in the financial staternents
Payable
not later than 1 year 58,125 40,823 588,125 40,823
later than 1 year but not later than 5 years 113,828 138,817 113.828 138,817

later than 5 years : . - - -
171,853 179,640 171,953 179,640

The property lease is a non-cancellable lease which expires on 13 June 2009 with rent payabls monthly in advance.
Contingent rental provisions within the lease agreement require the minimum lease payments shall be increased by a
CF| per annum. The lease allows for subletting of all lease areas.

b. Capital Expenditure Commitments

Coal Seam Methane Projecis

The Gompany is the sole holder of two Special Prospecting Authorities for the areas known as Eneabba {SPA 2/04-5)
and Greenough (SPA 3/04-5) and application has been made {0 convert these two SPA’s into drilling reservations. The
company is awailing Native Title determination and no expenditure will occur until the determination has been granted.

The company is confinuing to farm into the Margaret River Exploration Permit (EP 1/03-4) and the Augusta Exploration
Peaimit (EP 2/03-4).

The Company has completed farming into Drilling Reservation (XR7) on its Yelverton Project and on 24 August 2006 the
Department of Industry and fesources transterred this reservation to Westralian Gas and Power Ltd. There are no
remaining capital commitments on this project however the company is considering applying for conversion 1o a retention
lease.

The: Company is tarming into the Treeton SPA (SPA 1/03-4) and the Vasse SPA (SPA 2/03-4) and has completed the
capital commitments on these SPA's. The company is awailing Native Title determination on these SPA's and does not
have any further capital commitments al this point in time.

The company’s expenditure to farm into these SPA's/Drilling Reservations and on its granted drilling reservation is
estimated as follows:

2006 2005 2006 2005
3 $ 3 $
not later than 1 year 382,600 1,131,000 382,000 1,131,000
later than 1 year but not later than 5 years 749,500 1,101,000 749500 1,101,000

later than 5 years . - - -

1,131,500 2232000 1,131,500 2,232,000




Oil and Gas Permits

On 24" August 2006 the Department of Industry and Resources granted Westralian Petroleum Lid {(a wholly owned
subsidiary of Westralian Gas and Power Lid} a 50% interest in two oftshore oil and gas permits WA-381-P and WA-382-
P for 6 years. In applying for the permits the company bid a minimum guaranteed work program and also a secondary
work program and the company's 50% share of the expenditure commitments are as follows:

2006 2005 2006 2005
3 $ 3 $
not laler than 1 year 680,000 - -
later than 1 year but not later than 5 years 21,360,000 - - -
later than 5 years - - -
22,050,000 - - -

The company via its wholly owned USA subsidiary, Sunset Energy LLC, has purchased two oil and gas leases in
Kentucky USA. The company's commitment on these leases is 1o produce oil each year and as the company is currently
producing oil there are no further commitments.

c. Joint Ventures
The Company is farming into a 50% share of a joim venture between Red Moumain Energy Pty Lid and Flamestar

Corporation Pty Lid. The Company has completed the capital commitments on these SPA’s. The company is awaiting
Native Title determination on these SPA’s and does niot have any further capital commitments at this point in time,

d. Remuneration commitments

Amounts disclosed as remuneration commitments include commilments arising from the service contracts of key
management personnel referred 1o in the remuneration report that are not recognised as liabilities and are not included
in the key management personnel compensation.

2006 2005 2006 2005
3 & § e
not later than one year 142,060 284,000 142,000 284,000
later than cne year and not later than five years - 142,000 - 142,000
142,000 426,000 142,000 426,600

NOTE 22: CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There are no contingent assets or liabilities.




NOTE 23: SEGMENT REPORTING
Primary Reporting — Business Segments

The Company operates in one industry segment oil and gas exploration and production. During 2006 a subsidiary Sunset
Energy LLC was incorporated in Delaware USA. Sunset Enetgy LLC is conducting Oil and Gas activities in Kentucky
USA and shortly after year-end revenue from oil sales commenced. Cther than this the groups operations are all based
in Western Australia.

There were no transaclions between the segments other than the parent company loaning the subsidiary funds to
commence its operalions.

Secondary Reporting — Geographical Segments

Segment Revenues Segment Carrying Amount Acquisitions of
from Externat Result of Segment Assets Non-current
Customers Segment Assets

2006 2005 2006 2005 20086 2005 2006 2005
$000 $000 $000 $000 $oo0 $000 3000 $000

Geographical location:

Australia 87 59  (1,786)  (t,234) 1,107 2,805 - -
United States of America - - (15} - a3 - - -
97 58 (1,801) {1,234) 1,200 2,805 . .

Secondary Reporting — Geographical Segments
Accounting Policles

Segment revenues and expenses are those directly atiributable to the segments and include any joint revenue and
expenses where a reasonable basis of allocation exists. Segment assets include all assets used by a segment and
consist principally of cash, receivables, inventories, intangibles and property, plant and equipment, net of allowances
and accumulated depreciation and amortisation. While most such assets can be direclly attribuisd 1o individual
segments, the carrying amount of certain assets used jointly by two or more segments is atlocated to the segmentis on a
reasonable basis. Segment liabilities consist principally of payables, employee benefils, accrued expenses, provisions
and borrowings. Segment assets and liabiiities do not include deterred income taxes.

tntersegment Transters

Segment reventes, expenses and results include wransters between segments. The prices charged on intersegment
transactions are the same as those charged for similar goods to parties outside of the economic entity at an arm's
length. These transters are eliminated on consolidation.

2008 2005 2006 2005
NOTE 24: STATEMENT OF CASH FLOWS $ $ $ 3
a. Reconciliation of the net loss after income tax to
net cash flows trom operating activities
Net loss for the year (1,801,108) (#,233,993) (1,780,946) (1,233,993)
Non-cash tems
Amordlisation - 273 - 273
Depreciation 11,981 3,650 11,934 3,650
Option expense 235,697 - 235,697 -

Diminution of investment 700 - 700 -




Changes in assets and liabilitles

Increase/(decrease) in deblors/receivables 89,233 {115,114) 89,271 {115,114)
{Increase)/decrease in trade credilors and accruals (36,560) 54,718 (36,560} 54,718
Increase/(decrease) in provisions {484) 1,127 {484) 1,127
Cash outflows from operations (1.500,541) (1.289,339) (1,480,388) (1.289,339)
b. Reconciilation of cash and equivalents
Cash and equivalents comprise
- cash at bank and in hand 87,805 123,095 84,265 123,095
- short term deposits 745,788 2,534,753 745,788 2,534,753
Total cash and cash equivalents 833,593 2.657.848 830.053 2,657,848

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates.

Short term deposits are made for varying periods of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest ai the respective short-term deposit rates.

¢. Non cash financing and investing activities
The company issued 4,000,000 unlisted options to entities related to a director and the company secretary.

25. KEY MANAGEMENT PERSONNEL DISCLOSURES
{a) Details of key management personnel

(i) Directors
Peter Briggs Chairman Appoimted 24 May 2004
Appointed 24 May 2004

Appointed 18 September 2004

Stephen Thomas Managing Director

Alan Bums Non-executive Diractor
(i) Executives
Paul Fromson

Company Secretary Appointed 24 May 2004

There are no other persons wilhin the group who are classified as key management personnel.

(b) Compensation of key management personnel by category

Consolidated Parent Entity
2008 2005 2006 2005

S $ $ ]

Short-term 364,700 387,647 364,700 387,647
Post employment - - . -
Other long-term - - - -
Termination benefils - - - -
Share-based payment 235,897 - 235,697 -

600,397 387,647 600,397 387,647

The company hag taken advantage of 1he relief provided by ASIC Class Order 06/05 and has transferred the delailed
remuneration disclosures to the directors’ report. The relevant information ¢an be found in sections (a) to (c) of the
remuneration report on pages 13 and 14.

{c) Compensation oplions grantad and vested during the year

Details of options provided as remuneration to key managemen personnel are included in section (d) of the remuneration
report on page 15.




{d) Shares issued on exercise of compensation options

There wera no shares issued on exercise of compensation options during the year.

(e} Option holdings of key management personnel

Balanceat Granted  Options NetChange Balance at Vested at 30 June 2006
beginning of Exercised Other end of
period period
1 July 2005 30 June Total Not Exercis-
2008 exercis- able
able
Directors 4,000,000 3,000,000 - - 7.000,000 7,000,000 - 7,000,000
Exscutives - 1,000,000 . - 1,000,000 1,000,000 - 1,000,000
Towal 4,000,000 4,000,000 - - 8,000,000 8,000,000 - 8,000,000

Thi oplions are alt fully vested and the only requirement is to pay the exercise price before the expiry date when they
lapse. Full details of the options and their valuation are included in note 19.

(g) Loans to key management personnel
There were no loans to key management personnel during the year,
(h} Cther transactions and batances with key management personnel

Details of services provided by directors and amounts owed/owing by directors are disclosed under the related party note
26.

NOTE 26: RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions nc more favourable than those
available to other paries unless otherwise stated.

Transactions with related parties: Consolidated Parent Entity
(i) Payments to Director Stephen Thomas 2006 2005 2006 2005

Outside the consultancy arrangement with the Company which
is disclosed in the Directors remuneration note, Mr Stephen
Thomas also provides seismic survey equipment and services
to the Company. The amounts paid to Mr Thomas for the use
of 1his equipment and provision of these services were: 94,385 46,890 94,385 46,820

(i) Contractual Arrangements with Director Related Entities

a) Flamestar Share Purchase Option Agreement

The Flamestar Share Purchase Option Agreement refers to Application for SPA 3/03-4 (Collie) and Application for SPA
4/03-4 (Wilga) in which Flamestar Corporation Ply Lid (Flamestar) has a 50% interest, the other 50% interest being held
by Red Mountain Energy Pty Ltd (RME). The Flamestar Share Purchase Option Agreement gives the Company the
option to purchase the only issued share in Flamestar. The share is currently held by direclor Alan Burmns. This option
may be exercised within 3 years of the date of the Flamestar Share Purchase Option Agreement, but not until at least
ong of the Applications mentioned above has been granted and converted into a tithe as defined in section 68J of the Act.




The price payable for the share in Flamestar is the markst value of that share as determined by an expert. The expert is
to be chosen by agreemem of the parties or failing agreement within 14 days by the President of the institute of
Chartered Accountants.

The parties to the Flamestar Share Purchase Option Agreement are the Company as purchaser, Alan Robert Burns as
vendor and dirsctor of Flamestar, and Flamestar.

The Company can elect to pay the price for the share in Flamestar in cash or shares in the Company, determined by
their volume weighted average share price traded on the ASX over the 20 trading days immediately preceding the date
of exercise of the option. The Flamestar Share Purchase Option Agreement provides for those shares 1o be subject 10
escrow conditions if required under the Listing Rules.

The Flamestar Share Purchase Option Agreement contains warranties by the vendor including warranties as to the
vendor's unencumbered title to the share in Flamestar and that it comprises the entire issued capital of Flamestar.

b) RME Fam In Agreement

The RME Farm-in Agreement is between Red Mountain Energy Pty Ltd {RME), an entity controlied by directar Stephen
Thomas and the Company. Under it the Company may earn a 100% interest in the following Titles when granted:

+  Drilling Reservation Licence OR7
«  Exploration Permit EP1/03-4 and Exploration Permit 2/03-4
+ Titles applied for when the Company has farmed into SPA's 1/03-4, 2/03-4 and 5/4-05

To earn these interests and a 50% interest in the Titles applied for in respect of SPAs 3/03-4 and 4/03-4, the Company
raust reimburse $150,000 to RME within 18 months of the grant of Drilling Reservation Licence DR7 and complete the
farm-in obligations.

There are farm-in obligations for each Title. For Driling Reservation Licence DR7 the Company must drill 3 wells and
complete the minimum expenditure commitments applicable to the licence which will include drilling two additional wells
and completing a seismic survey. For each Exploration Permit the Company must complete minimum expendilure
commitmenis of 35km of seismic survey and 1 well to 600 metres in the first year and 25km ot seismic survey and 3
wells in the second year,

For 8PA 1/03-4 the Company must conduct 30km of seismic survey. For SPA 2/03-4 the Company must meet the
specified minimum expenditure commitments, being to conduct 35km of seismic survey and for SPA 5/04-5 the
Company must meet the specified minimum expendilure commitments, being 10 conduct 30km of seismic survey.

Under the RME Farm-in Agreement the Company may also eam a 50% interest in the Titles applied for in respect of
SPAs 3/03-4 and 4/03-4 currently the subject of the Exploration JVA (refer below). Within 6 months of the grant of the
relevant SPA the Company must meet specified minimum expenditure commitments being to conduct 20km of seismic
survey tor SPA 3/03-4 and 15km of seismic survey for SPA 4/03-4,

At the time that RME transfers to the Company a 50% earned interest in the Titles applied for in respect of SPAs 3/03-4
and 4/03-4, RME will assign to the Company its interest in the Exploration JVA (refer below).

While it is performing its farm-in obligations the Company is appointed the opsrator to carry out alt activities in respact of
those titles and accordingly, has Operator Rights.

¢) RMEL Royalty

Under the RMEi Royalty, the Company must pay Red Mountain Energy Inc. (RMEI) a 2.25% royally in respect of the
royalty value (as defined in the Petroloum Act 1967) of petroleum recovered from each Royalty Title. Royatty Tilles arg
those transferred 1o the Company pursuant to the RME Farm-In Agreement.

The royahty will be payable at the same time as that payable to the Minister under the Acl. If no royalty is payable 1o the
Minister under the Act, then no royalty is payable under the RME} Royally. {f the Company is able 10 negotiate a reduced
royalty arrangement with the Minister in respect of a Royalty Title, then the amount of royalty payable by the Company
under the RMEI Royalty in respect of that Royalty Title will be reduced for the same period and in the same proportion.




d) Exploration JVA

The Exploration JVA is between RME and Flamestar and provides for the exploration pursuant to SPA's granted
pursuant to the applications for SPA 3/03-4 and 4/03-4. The participating interests of AME and Flamestar are 50% each,
with RME being the manager of the joint venture.

The Exploration JVA is binding on the parties, but upon request by a party is to be replaced by a more formal joint
operating agreement. The Exploration JVA is preliminary in nature and does not contain the dstailed provisions
contained in a formal joint venlure agreement to deal with matters like the managers powers and defaufl. The
Exploration JVA does make provision for pregrammes and budgets and a management commiftee. Decisions of the
management committae are by majority vote and accordingly unanimous approval will be required for programmes and
budgets.

(it} Director-related Entities

Executive Chairman Mr Briggs is paid consufting fees via his controlled entity Natural Resource Finance Pty Lid. Fees
paid 1o this company are disclosed in the direciors remuneration note.

Non Executive director Mr Burns controls Flamestar Corporation Ply Lid {Flamestar}. As disclosed above Flamestar has
a 50% share in a fully contributing joint venture with the Company. Mr Bums also controls Lempika Pty Lid and
Emphazise Pty Ltd which are part owners of the Offshore Qil Permits in which Westralian Petroleum Lid has a 50%
interest. Westralian Petroleumn has paid some minor costs where it has not recouped the portion owing by these two
entitios.

2008 2005 2006 2005
8 $ 3 $
Receivabie from Flamestar Corporation Pty Ltd at year end - 12,663 . 12,663
Receivable trom Lempika Pty Ltd and Emphazise Pty Ltd 4,040 - 4,040 -
Receivable from Siephen Thomas 8,247 - 8,247
Amount owing to Natural Resource Finance Pty Ltd at year
end 26,691 30,660 26,691 30,660

Flamestar Corporation repaid the $12,663 owing at 30 June 2005 during the year.

Note 27: SHARE-BASED PAYMENTS

The company dees not have an employee share option plan and has only granted options to directors and the company
secretary. The Options that were granted to 1he directors and the company secretary during the year were approved by
sharehoiders at the company’s AGM in November 2005. The options that were in existence prior to this year were pan
of the capital structure of the company and were not granted as remuneration. All options are fully vesled and were
granted for no consideration. Options do not carry any dividend or voting rights.

The following share-based payment arrangements existed at 30 June 2006:
Economic Entity
2006 2005

Number Weighted Number Weighted
of Options Average of Options  Average

Exercise Exercise
Price Price
5 %
Quistanding at the beginning of the year - _ - - -
Granted 4,000,000 0.30 - -
Exercised - . - -
Expired - . - .
Cutstanding at year-end 4,000,000 0.30 - -

Exercisable at year-end 4,000,000




Parent Entity
2008 2005

Number Weighted Number Welghted
of Options  Average of Options  Average

Exercise Exercise
Price Price
$ $
Outstanding at the beginning of the year - - - -
Granted 4,000,000 0.30 - -
Forteited - - - -
Exercised - - - -
Expired - - - -
Outstanding at year-end 4,000,000 0.30 - -
Exercisable at year-end 4,000,000 0.30 - -
2008 2005 2006 2005
$ $ $ $
Expenses arising from share based payment transactions
Options issued 10 directors and key management parsonnsl 235,697 . 235,697 -

On 30 Novernber 2005, 4,000,000 share options were granted to a director and the company secretary to lake up
ordinary shares at an exercise price of $0.30 sach. The options are exercisable on or before 30 November 2008. The
options hold ne voting or dividend rights and are not transferable.

NOTE 28: FINANCIAL INSTRUMENTS

The consolidated entity is exposed 1o movements in market interest rates on shorl-term deposits. The policy is to monitor
the interest rate yield curve to ensure a balance is maintained between the fiquidity of cash assets and the interest rate
retum.

Fixed Interest Rate Maturing

Weighted .

Average Floating Non-interest

Effective Interest Rate Within Year 1105 Years Over5 Years  Bearing Total
Interest Rate $000 $000 $000 $000 $000 $000

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Financial Assets:

Cash 5% 5% 87 123 746 2535 - - - - - - 833 2,658
Receivables - - - - - - 48 134 4B 134
Total Financial 87 123 746 2535 - - - - 46 134 879 2792

Assets




Financial Liabilities:

Trade and sundry
creditors

Amounts payabfa
related Parties

Total Financial
Liabilities

Credit Risk

Fixed Interest Rate Maturing

Waeighted ) .

Average Floating Non-interest

Eftective Interest Rale  Within Year 11to 5 Years Over 5 Years  Bearing Total
Interest Rate 5000 $000 $000 $000 $000 $000

2006 2005 2006 2005

2006 2005 2008 2005 2006 2005 2006 2005 2006 2005

. - . - . . 40 57 40 57

- - - - - - 27 50 27 50

- . - . . - 87 107 67 107

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date 1o
recognised financial assets, is the carrying amount, net of any provisions for doubtful debts of those assets, as disclosed
in the statement of financial position and notes to the financial statements.

The Company does not have any material credit risk exposure to any single deblor or group of debtors under financial
instruments entered into by the Company.

Net Fair Values

All financial assets and liabilities have been recognised at the balance date at amounits approximating their fair value.

Forsign Currency Risk

The parent company has loaned monies to its wholly owned USA subsidiary Sunset Energy LLC. The loan is repayable
in USS and at 30 June 2006 this loan amounted to US$80,226. There is no hedging in place for this foreign cusrency

recaivable.

29, SUBSEQUENT EVENTS

No matter or circumstance has arisen since 30 June 2006, which has significantly aflected, or may significantly affect the
operations of the company, the resull of those operations, or the state of affairs of the company in subsequent financial

years other than the acquisition of a 50% interest in two offshore oil permits as disclosed in note 21.

NOTE 30: COMPANY DETAILS

The registered office and principal place of business of the company is Suile 1, 46 Ord Street, West Perth, Western
Australia.




Directors' Declaration

The directors of the company declare that:

1. . the financial statements, notes and the remuneraticn disclosures included in the directors report on pages 24 to
55 are in accordance with the Corporalions Act 2001 and:
a comply with Accounting Standards and the Corporations Regulations 2001; and
b. give a true and fair view of the financial position as at 30 June 2006 and of the performance for the
year ended on that date of the company:
2. the Chief Executive Otficer and Chief Finance Officer have each declared that:
a. the financial records of the company for the financial year have been property maintained in
accordance with section 286 of the Corporations Act 2001;
b. the financial statements and notes for the financial year comply with the Accounting Standards; and
C. the financial statements and notes for the financial year give a true and fair view.
3. in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debis

as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Peter Briggs
Director

Dated this 29th day of September 2006




Horwath Audlt (WA) Ply Lid
ABN 79 112 284 787
Chartered Accountants

A member of Horwath International
128 Hay Street Subiaco WA 8008
PQ Box 700 West Perth WA 6872
Emait horwath @parth_horwath.com.au

Independent audit report on the financial report Ze'el?hﬁne %0;3):3383&3:;‘3:
to members of Westralian Gas and Power Ltd acsimile (08)

We have audited the accompanying financial report of Westralian Gas and Power Limited
{(the company) and the consolidated entity for the year ended 30 June 2006. The financial
report comprises the balance sheet at 30 June 2006, and the income statement, statement of
changes in equity, cash flow statement, summary of signiticant accounting policies and other
explanatory notes, and the directors’ declaration for the year then ended.

We have also audited the information about the remuneration of directors and executives
(“remuneration disclosures”), the company has disclosed in accordance with Accounting
Standard AASB 124 Related Party Disclosures, under the heading “remuneration report” on
pages 13 to 14 of the directors’ report, as permitted by the Corporations Regulations 2001.

Directors’ Responsibility for the Flnancial Report and the AASB 124 Remuneration
Disclosures Contained in the Directors’ Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations
Act 2001. This responsibiiity includes: designing, implementing and maintaining internat
control relevant to the preparation and fair prasentation of the financial report thal is fres from
material misstaternent, whether due to fraud or error; selecling and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumslances.

The directors of the company and consolidated entily are also responsihle for the
remuneration disclosures contained in the directors' report.

Auditor's Responsibility

Our rasponsibility is 1o express an opinion on the financial report and the remuneration
disclosure based on our audit. We conducted our audit in accordance with Auditing
Standards in Australia. Those standards require that we comply with relevant sthical
requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement. Qur
responsibility is also to express an opinion on the remuneration disclosures contained in the
directors’ report based on our audit.

An audit involves performing procedures 1o obtain audit evidence about the amounts and
disclosures in the financial report and the remuneration disclosures contained in the
directors’ report. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of malerial misstatement of the financial report and the remuneration
disclosures contained in the directors’ report, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the enlity's preparation
and fair presentation of the financial report and the remuneration disclosures contained in the
directors reportin order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectivenass of tha enlity’s internal
control. An audit also includes gvaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaluating




the overall presentation of the financial report and the remuneration disclosures contained in
the dirsctors raport.

We believe that the audit evidence we have abtained is sufficient and appropriate to provide
a basis for our audit opinions.

Independence

We are independent of the company and the group, and have met the independence
requirements of Australian professional ethical pronouncements and the Corporations Act
2001. We have given to the directors of the company a written Auditors' Independence
Declaration, a copy of which is included in the Directors’' Report. In addition to our audit of the
financial statements, we were engaged to undenake the services disclosed in the noles to
the financial statements. The provision of these servicas has not impaired our independence.

Auditor's Opinion on the Financial Report

in our opinion:

The financial reports of Westralian Gas and Power Limited and the consolidated entity are
in accardance with the Corporations Act 2001, including:

(a) giving a true and fair view of the company’s and the group’s financial position as at
30 June 2006 and of its performance for the year ended on that date; and

{p) complying with Accounting Standards in Australia including the Australian
Accounting Interprelations and the Corporations Regulations 2001.

Auditor’s Opinion on the AASB 124 Remuneration Disclosures Contained in the
Directors’ Report

In our opinion the remuneration disclosures that are contained in pages 13 to 14 of the
directors’ report comply with Accounting Standard AASB 124,

Dated the 29™ day of September 2006.

HORWATH AUDIT (WA) PTY LTD
Chartered Accountants

Hemoenmy .
Coiss COpaze~

GLYN O'BRIEN
Birecior
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Sharcholding and Option Holding
Distribation of Ordinary Pully Paid Sharehobders and Optionholders
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The vating rights stiached to each class of equity security are as follows:

Ordinary shares - each ordinary share is entitled to oue vote when a poll is called. otherwise each member present at n
meeting or by progy has one vote on a show of hands.

Converting incentive preference shares - these shares have no voling rights.

Options - options have no vofing rights.

2.

6.

{f} Converting Incentive Preference Shares

13,700,000 converting incentive preference shares are on isste. All eenverting prefecence shares are held by:
New Resouree Holdings Pty Ltd 3,425,000 A Class CIPS and 3,425,000 B Class CIPS

Stephen Lestie Thomas as trustee for SLT Trost 3,425,000 A Class CIPS anWd 3,425,000 8 Class CIPS

{ii} Options over Unissucd Shares « a total of 8,000,600 unlisted options are un issoc,

New Resource Hotdings Pry Lid ~ 4,000,000 (S0%)

Crocedile Science Corporation Pty 1.td — 3,680,000 (37.5%)

SL Fromson (SL Fromson Trust A/cy - 1,000,000 (12.5%:)

The nember of sharcholdings held io tess than $560 marketable parcels is 23 based on o share price of 10 cents,
The names of the substantial sharcholders listed in the Company’s register as at 13 October 2006 are:

Orxdinary Fully Paid Sharcholders
New Resvurce Holdings Pty Ltd 8,800,000
Mr Stephen Leslie Thomas as trostee for SLT Family Trust 8,000,000

Voting Rights

The name of the company sceretary is Pant Promson.

‘The address of the principal registered office in Austrufia is 46 Ord Street West Perth Western Aastralin,
Tetephone 61 8 9322 6955,

‘The repister of secacities is held at Compirtershare Investor Services Pty Lid. level 2, Reserve Bank Building, 45
St Georges Terrace, Perth WA 6000,

Stock Exchange Listing
The compauy securities are quoted on Australian Stock Exchange Limited (shares WGP, listed options WGPO)

Certain shares held prior to the Company’s IPO are held in escrow.

Unquuted Securitics
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20 Larpest Shareholders — Ordinary Shares

TS|

llu}d(lt"is's'uc'd' = .

e

I New Resource Hotdings Pty Lid K,000,000 21.06

2 Mr Stephen Eeslic Thomas (ST Family Afe) 8,10, ) 21.06
3. HSBE Costody Nominees {Austratin) Ltd 1,200,060 316
4, Mr Jan Morgan Phillip & Ms Betty Jeanne Phillip 1,200,000 16
L Mr Davld Frederick Hughes 500,000 H
6. Mr Alan Roberr Borns 746,000 ).96
7 Nefeo Nominoes Pry Lid 540,000 1.42
8. York Heritape Py Lid S25,(HH) 1.38
9. Parkes Hoddings Pty 1.4d 500,000 1.32
10. Joe Caugo (Cando Super Fund Ale) 416,000 118
1t JLR & Associntes Piy L 200,600 1.08
12 Mr Richard D Swinstead & Ms Annetfe V Swinstend 400,660 185
13 Veridu Holdings Pty Ltd (Frazer Super Ak} W50 1.05
14 Albers Custodian Company Pty Lid 384,670 1.01
15 Mr Peter John Collins 300,080 0.79
15. Mrs Sandra Lee Fromson 300,000 0.79
17 HFT Nominees Pry Ltd 30,000 0.79
18 Mr Rohert Anthony ONff 270,008 .71
19. Mr Haymond Muskett 260,000 0.68
Weybridge Pty Lid 240,600 0.63

25,179,176 66.28




WESTRALIAN GAS & POWER LIMITED
ADDITIONAL INFORMATION FOR AUSTRALIAN STOCK EXCHANGE
AS AT 13 0CTOBER 2006

20 Largest Listed Optionholders

Mr Robert Anthony Ofift 1,520,000 9.50
2 Nefeo Nominess Pry Lud GO8, 0 380
3. Rinno Property Pty Lid 510,000 356
4, Lullaby Holdings Pty Lid {Lallaby Afc) | 500,000 313
& Mr Pan) Fromson & Mrs Sandra From- | 338,000 250
son (Super Afe)
. Mr Raymood Muoskets 20,000 2.63
7. Seabrooke Pty Lid 340,000 13
& Principal Fusds Management Pty Lid | 320,000 2.00
9. Mr Pavd Dominic THman 299,520 187
i0. Mrs Sandrs Tee Fromson 297,000 1.86
i1 Mrs Fadith Henther Smith 279,000 1.4
12 Scatise { foldings Py Ltd 258,44} .61
13 Quernsland Marketing Management 230,004 156
Pry Ltd
13, Mr Edward Moye James 234,000 146
15 Mrs Helen Odarka Melean 23,000 144
16, Olld Pty T.3d 22700 L A
7. Mr Jeffery Glya Cunsane 208,000 1.3
14, All Kew Pry Lid (Martin Thomas Bun- | 200,000 1.28
“_V JU(')
[L'R Horndzl Pey Lid (The I) & 8 Cake 200,000 E25
Super Fund Afe}
0, Mrs Joamne Thomas 200,000 £25
7,509,820 47.50




